
This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 
to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 
to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 
are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other marginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 
publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing this resource, we have taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 

We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain from automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attribution The Google "watermark" you see on each file is essential for informing people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liability can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 



at |http : //books . google . com/ 



i^T ^ 



Kf ^^"<' 



HARVARD COLLEGE LIBRARY 





Digitized by LjOOQIC 



m 
"•till 



;.{5| 







i-::..'3 



=11 



Ik! 



•^j-^. 

'-^'K 



^m 



Digitized by LjOOQ IC 



Digitized by LjOOQ IC 



Digitized by LjOOQ IC 



Digitized by LjOOQ IC 



/' 



/ 

\ 



Digitized by 



Google 



Digitized by VjOOQ IC 






THE 



CURRENCY OF JAPAN. 

A REPRINT OP 

ARTICLES, LETTERS, AND OFFICIAL 
REPORTS, 

PUULISTTED AT JKTERVAL8 IN THE FOJtElON NEWSPAPERS OP JAPAN, 

TOGETIlEIi WITH TRANSLATIONS FROM JAPANESE JOURNALS, 

RELATING TO THE CURRENCY, PAPER AND METALLIC, 

OP THE 

EMPIRE OF JAPAN. 



EDITED AND PUBLISHED BY REQUEST. 



YOKOHAMA: 

rnixTKD Asn vum.isnBD at the "jafan gazette" office. 

1882. 



Digitized by CjOOQIC 



Ki^i'-^w 



X 



/^HARVARD 
UNIVER?nY| 
LIBRARY 






Digitized by LjOOQ IC 



PEEFACE. 



Thb subject of paper money in Japan, and its effect 
npon trade, internal and foreign, has been one of 
absorbing interest from the period when depreciation 
first attracted public attention six years ago. In the 
interval since then sudden and apparently unaccountable 
fluctuations have been witnessed : a rise or fall of even 
ten per cent, in one busifiess day has not been rare : 
hourly changes have been recorded ; and the knowledge 
that any sudden pressure for specie by the government 
or people would bring about a fall to which there would 
be practically no limit, are causes which have directly 
tended to harass trade and retard its natural advance. 

Under such circumstances the theme became peculi- 
arly attractive ; and the foreign press of Japan dealt 
with it, and with each new scheme in connection there- 
with, in separate articles which disappeared with the 
newspapers containing them. As depreciation became 
more marked, a rise of prices was established through- 
out the oimntry, and each successive measure to check 
the decline of government credit having been tried only 
to fail, men of business began to realise the truth of the 
warning so frequently uttered, namely, that the future 
of Japanese commeice is dependent upon the ability 
of the government to satisfactorily arrange the currency 
question : and a desire was expressed for the republican 
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tioiii in convenient form, of the more important articles, 
letters, and official reports which had appeared at 
intervals in the local newspapers. In compliance with 
this request, a compilation from the Yokohama journals 
published in 1876 and subsequent years was undertaken, 
and is now presented to the public with the assurance 
that the only alterations made by the editor have been 
of the most trifling character, chiefly typographical 
errors, and the omission of paragraphs which, useful at 
the time of their appearance, have b.een rendered 
irrelevant by effluxion of time. 

It is right to add that,^ in some of the earliet 
articles passages appear which later acquired know- 
ledge show to have been inaccurate: eonelusions 
have been drawn upon unsound premises; and 
opinions have been expressed which subsequent events 
have gone far to falsify : but the reader will be good 
enough to remember that the articles now reprinted, 
especially the earlier of them, were written under 
peculiar difficulties. The conditions of the issue, its 
amount, the means of redemption, the specie reserve, 
the formation of national banks with power to issue 
notes forming an addition to the government currency 
in which their redemption was officially guaranteed; 
these and innumerable other matters, knowledge of 
which was essential to a thorough understanding of the 
question of Japanese paper currency, were only im- 
perfectly ascertained by slow and painful research. That 
the articles which have been written on currency should 
prove, on the whole, substantially accurate, as shown by 
the light of subsequent events which have verified the 
predictions hesitatingly expressed at a period when the 
writers' knowledge of the ruling circumstances was 
imperfect and uncertain, is matter for congratulation ; 
ioT it goes for in support of the writers' claims to 
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integrity and honesty of purpose in the discussion of a 
question of such vital importance to the Japanese 
nation. Some few passages may occasionally be met 
with couched in language stronger than the circum- 
stances seemed to warrant. This will be felt more 
particularly by Japanese readers, who may regard them 
as strictures of undue severity and as evidences of dis- 
respect towards Japan, her government and people. 
Before these considerations are permitted to have 
weight, readers should recognize the circumstances 
under which the articles were written ; the nature of the 
matter dealt with ; that the articles were composed for the 
information of men of business and not to wound 
the hyper-sensitive ; and that principles and practices 
only were dealt with, though occasionally in language so 
plain as to seem offensive and purposely irritating. No 
intention to offend the susceptibilities of Japanese, e^en 
those most sensitive to criticism, animated the several 
writers whose opinions are now reprinted in this 
volume ; they were rather moved by a warm desire to 
expose the position in all its worst features for the 
especial purpose of arousing public opinion to the 
necessity for devising an eflScient remedy for an 
evil the full force of which none recognize more fuDy 
than the government of Japan ; and in the reproduction 
of these articles it was deemed most advisable to pre- 
sent them as they originally appeared, in the belief that 
none of the writers desired to find an apologist in their 
editor. 

W. H. T. 

Yokohama, September 1882. 
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CUEEENCY OF JAPAN. 



CHAPTER I. 



THE ISSX7E OF PAPEB MONEY IN JAPAN. 



The first essential to a proper understanding of the The issue. 
depreciation of the paper currency of Japan is an outline 
of the circumstances of its issue, with dates of increase 
and diminution, and the reasons assigned. Until the Early acoonnta 
early part of 1880, the pubUc were ignorant of any of ^***^°***^* ^y- 
these particulars, the annual financial estimates, first 
published in 1878, giving no information beyond an 
imperfect and informal acknowledgment that a given 
sum of paper was in circulation. These annual estimates, 
in which the receipts were arranged to accurately balance 
the expenditure, and, at the same time, to show a ^ 

" reserve fjmd " varying in amount from 80,000,000 yen 
to 50,000,000 yen set aside during years of financial 
administration, the earlier of which must have shown an 
expenditure in excess of revenue, while the 'later years 
merely balanced themselves without surplus or deficit, 
were eminently unsatisfactory. Beyond being merely 
estimates made by officers new to the science of gov- 
ernment and inexperienced in business, no proof was 
afforded of the genuineness of the accounts, or even of 
the substantial accuracy of the principal items, which 
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wunt^^ubU^ed"^^^^ considerably year by year- The then finance 
minister, his excellency Okuma Shigenobu, having pre- 
viously announced his intention to issue actual detailed 
accounts of revenue and expenditure, caused a statement 
to be drawn up, printed in English, and circulated 
among the representatives of the treaty powers, pur- 
porting to be '' a statement of the actual receipts and 
expenditure of the nation, for the eight fiscal periods 
between the first year of Meiji (1868) and the sixth 
month of the eighth year of Meiji (June, 1875)." This 
statement, the importance of which must be measured 
by the fact that no other record of the actual financial 
operations of the government had been, or is ever likely 
to be, published, gives the following particulars of the 
origin and progress of the currency issue : — 

This paper money was issned in order to meet the expen- 
ditares for the suppression of the rebellion or other extraor- 
dinary expenditures. 
Amonnt issued The total of the issae from the 1st to the 5th year of 

by the present Meiji inclusive, amounted to Yen 73,325,444.100, and the 
govemment. amounts issued in each fiscal year are as follows : 

Yen. 

First term 24,037,389.813 

Second term 23,962,610.187 

Third term 5,354,512.500 

Fourth term 2,145,487.500 

. Fifth term 17,825,444.100 

Total 73,325,444.100 

With respect to this issue, detailed explanation and exact 
accounts will be rendered after each section of the revenues 
and expenditures hns been dealt with, but it is necessary 
here to give a short epitome of the same. The issue of so- 
called Dai jo Kuwan satsn in the 1st and 2nd fiscal years was 
to me*»t the expenses of the war of the rebellion, which was 
waged during that period ; for the development of internal 
industries in general ; and, moreover, for extraordinary dis- 
bursements which could not be met in the'same manner as 
ordinary expenditures. 
Explanations The Minbnsho paper money was issued in the 3rd and 4th 

of tho circum- terms in order to witlulraw a part of the Daijo Kuwan satsu 
stances. of large denominations, which were found inconvenient for 
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daily transaotions. This issue was, therefore, of small deno- 
minations. Aboat Yen 4,000,000 of the Dai jo Kawan satsu 
thus withdrawn were again put into circulation during the 
4th term to meet certain extraordinary disbursements in- 
curred through the abolition of the former division of the 
Han and the constitution of Ken in their stead. In the fifth 
term convertible paper money, amounting to Yen 9,800,000, 
Yen 2,500,000 of which was issued by the Kai Taku Shi, 
was put into circulation. This was done with the purpose of 
reducing the inconveniences caused by false tokens, or by the 
insufficiency of the new coins in circulation. In the same 
year there was another issue of more than Yen 8,525,000 of 
new paper money. This was uttered to meet the large 
expenditures which were continually demanded until the local 
administrations had been fairly settled, in this term, by 
abolitions, creations, separations and amalgamations of Ken. 
The local expenditures for this period increased by 786 per 
cent compared with those of the preceding term. The Departmental 
governmental departments (Sho) greatly developed their expenses largely 
operations, and the military and naval forces were augmented, ii^creased. 
These changes enlarged the expenditures for both these items 
by more than 233 per cent compared with the previous term ; 
and, furthermore, every item of outlay, with the exception of 
the Seito Hi (expenses for the war of the rebellion) had more 
or less developed. On the other hand none of the items of 
revenues for the same period had increased to any extent, 
except the land tax, which advanced by 76^ per cent: 
receipts from government properties by 41^ per cent ; and 
repayments of ordinary and extraordinary loans by 27-^ per 
cent. (Income derived from the former Han increased 
greatly, but disbursements were of corresponding increment.) 
Under such circumstances the issue of a new paper currency 
was necessary to assist in surmounting the financial difficul- 
ties of that epoch. The total amount of paper currency in Tbial net issue, 
circulation on the 30th day of the 6th month of the 8th year 
of Meiji was more than Yen 94,803,819 (see estimates for 
the 9th fiscal year), showing an increase of upward of Yen 
21,478,375 over the amount of the notes issued during the 
preceding five terms. The causes of this addition will be 
enumerated in Part II. of Chapter III. of this Book. (Page 10.) 

The matters connected with the issues of paper money 
have an important bearing on the whole of the financial 
arrangements of these eight fiscal years. Therefore, in the 
last part of Part I. of this chapter, the chief events which 
originally necessitated the issues of such currency have 
alrMuly been adverted to, so that there ia no oeed to repeat 
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GioBsissne, Still there is one point which requires some special 

and by whom, attention. According to the estimate report for the 9th fiscal 
year, submitted some time ago to His Excellency Sanjo 
Saneyoshi, the total amount of paper money in circulation 
on the 30th of the 6th month of the 8th year of Meiji, was 
Yen 94,803,819.235, but in these actual accounts it is stated 
that the amount of paper money issued by the goyemment 
was Yen 73,325,000. The discrepancy is due to the fact that 
the former sum includes the amount issued by the late 
Hans, the old Kens and the late Hatamoto (retainers of the 
Siogun). However, it would not be correct to consider the 
difference between those two sums namely, Yen 21,478,000, 
as the actual amount of paper money issued by them, which 
was, in fact, that given below : — 

Yen. 

Paper money issued by the late Han 39,618,541.281 

Paper money issued by the late Ken 720,8 19.090 

Paper money issued by the late Hatamoto ... 21,688.332 

Total 40,361,048.703 

Bedemption of Out of this sum, Yen 3,047,886.137, which were issued 

old currency. after the Restoration, were forbidden to be circulated by the 
Notification issued in the 12th month of the second year of 
Meiji, and the Hans and Kens which issued them were 
compelled to redeem them. But before the redemption 
reached scarcely half the amount, the resolution for abolish- 
ing the division of Han was passed, by the subsequent 
Notification issued in the 12th month of the 4th year of 
Meiji, the remainder, together with all other paper money 
issued by these old authorities, were estimated in terms of 
the new currency at the market rate on the 14th of the 7th 
month of the same year, which was the day when the abolition 
of the Han was announced. The amount of the old paper 
money thus obtained was only Yen 24,907,988.047 in terms 
of the new currency. 

Such difference between the nominal amount of the paper 
money as appeared on its face, and the actual ralue it was 
thus shown to possess in terms of the new currency, was 
attributable to the depreciation of its market value at the 
time of the redemption. Indeed, the general condition of 
this circulating medium was such that scarcely any of it 
passed at par with the national money; and some of it was 
so much depreciated as only to cost one-fifth of its nominal 
value. 
Ket issue of old Then, adding this actual amount of the paper money 
wamoj. issued hj the old authorities to what was issued bytbo 



Depredated 
value of old 
currency. 
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preseni goyernmeoi, the total sum of paper money in circnla- 
tion on the 30th of the 6th month of the 8th year of Meiji 
was as follows : — 

Ton. 
Amount issaed by government authority ... 73,325,444.100 
Amount issued by the old authorities 24,907,988.047 

Total 98,233,432.147 

Out of this som of Yen 98,233,432.147, some was with- Old currency 
drawn from circulation before the 30th of the 6th month of withdrawn, 
the 8th year of Meiji, owing to the following circumstances, 
viz. : (I) a certain amount of paper money issued by different 
Kuwan and Sho, was redeemed by the issue of what were 
known as the bonds for redeeming the kinsatsu ; (2) when 
the redemption of the paper money above the denomination 
of 5 sen issued by the Han, etc., was oomplefced, a certain 
amount of this money was found to have been lost during 
circulation ; (3) some of the paper money prepared for issue 
by the Han authorities was delivered over to the government, 
— together with the funds resei*ved for its redemption, — and 
was burnt by the government; (4) a certain amount of 
counterfeit paper money was forfeited to the government at 
the time of the general redemption. The following are the 
respective amounts of paper money thus withdrawn from 
circulation ; — 

Yen. 
Amount of paper money issued by the 

different departments of government 

exchanged for bonds for redeeming the 

Idnsatsu 2,238,550.000 

Amount of paper money issued by the old 

authorities 1,039,191.251 

Amount forfeited of the late Han paper money 885,006.729 
Amount of counterfeit paper money forfeited 204.932 

Total 4,162,952.912 

Amount of paper money remaining after 
deducting the portions withdrawn from 
circulation 94,070,479.236 

Amount remaining unretumed of the paper 

money advanced to the Kai Taku Shi... 733,340.000 

Total 94,803,819.235 

[Note : — Some years before the 8th year of Meiji, a certain 
amount of reserved funds in paper money was advanced to 
the Kai Taku Shi, of which Yen 1,100,000 were returned 
from the same office, and what is given above is the 
Tmasiider.j 
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Beal amount in 
circulation, 
June 80, 1876. 



This sum of Yen 94803,819.235 waa really the amonnt in 
actual circnlation on the ^Oth of the 6th mouth of the 8fch 
year of Meiji, and it will be seen that it exactly corresponds 
with what has been given in the *' Estimated accounts " for 
the 9th fiscal year. As to the old paper money of the gov- 
ernment, and also the paper money issued by the late Han 
and Ken authorities, and the Hatamoto, it was all declared to 
be redeemed by the new goyernment paper money; and 
although a considerable amount of it was thus redeemed 
between the 7th month of the 5fch year and the 7th month 
of the 8th year of Meiji, yet some still remained in circula- 
tion. The amounts were as follows : — 

Yen. 

Dai Jo Kuwan paper money 11,525,120.812 

Minbn Sho paper money 3,595,486.063 

Convertible paper money 546,107.000 

(Md Han paper money 2,830,997.460 

Total 18,497,711.335 

This sum of Yen 18,497,711.335 of the old paper money 
has been taken into the calculation of the actual amount of 
paper money in circulation on the 30th of the 6th month of 
the 8th year of Meiji ; and, therefore, after deducting it from 
the actual total, the remainder. Yen 76,306,107.900, repre- 
sents the amount of the new paper money issued. (Page 21.) 



Net issue 
declared by 
finance minifter. 



The amount positively stated, by the 
then finance minister, as in actual 
circulation on June 30th, 1875 was.. Yen 94,803,819 



Since thai date, the following changes 
have been shown by the annual 
statements made up to June 30th, 
of the years here given. The sums 
said to be in circulation, were the 
ascertained amounts on the Ist 
July of the first mentioned years. 

Tear, Added* . WUhdratfm. 

Additi<Mi8, 1876-77 — ... 749,088 . 

'^«"^P&^ 1877-78 27,000,000 ... — 

audnetbalances. jgyg .^g _ ^^^^^^^ 

1879-80 — ... 7,499,217 . 

1880-81 — ... 4,744,788 . 



BaXance. 

94,054,781 
121,054,731 
120,927,209 
113,427,992 
108,688,204 
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This being the smm of government paper, the issues ^^**^*°*^ 
of the national banks must be next taken into considera- 
tion. 

These institutions are 'founded upon the system Motives for their 
adopted in the United States, in which country they 
have been found beneficial aids to commerce. The 
motives which animated the Japanese government in 
the creation of national banks are said to have been an 
impression that the amount of money in circulation was 
insufficient for the requirements of the new trade to 
which foreign intercourse had given an impetus ; and a 
desire to assist the military class, or state pensioner^, 
to utilize their capital by the formation of banks which 
should issue notes secured by government to the extent 
of the value of the pension bonds deposited in the 
treasury. The regulations governing these national ®^^^^ ^' **® 
banks, of interest in connection with paper currency, 
may be briefly stated to be : — 

1. The capital of any bank shall not be less than Capital. 
100,000 yen ; nor less than 200,000 yen if the 
population of the place where the head office is 
situate exceeds 100,000. In special cases per- 
mission may be obtained to open a bank with, a 
capital of less than 100,000 but not less than 
50,000 yen. 

2. Each bank shall deposit government bonds in Deposit of bonds 
value equal to 80 percent, of its capital in the ^ ^® *='®*"^- 
treasury. The value of the bonds to be taken at 

the marketable rate ; any fall in that value to be 
made good by the deposit of a proportionate extra 
sum. 

8. 20 per cent, of the capital shall be held by the Beaerve. 
bank in government currency as a reserve for the 
exchange of its notes. 
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NoUi. 4. Upon compliance mth these conditions the bank 

will receive permission to issue notes to the fall 
extent of the security deposited in the treasury, 

5. These notes are made a legal tender by notifica- 
tion, for all puiposes except the payment of 
customs duties and interest due to the govern- 
ment. 

6. The notes are redeemable either by the bank, or 
by the paper money bureau ; in both events the 
exchange is effected by means of government 
paper currency ; no specie passing in any case. 

The laws were first promulgated in 1872, but it does 

not appear that any banks were founded prior to 1876, 

the date of establishment of the First National Bank 

being September 26th, 1876. From that time the rise 

of these institutions has been remarkable. They have 

sprung up like mushrooms, until, on October 18th, 1880. 

there were one hundred and fifty-three note-issuing 

national banks. 

Nmnb6r.<»pitftl, The growth in the five years, 1876 to 1880, was in 
and note iBfoe. ,- - „ . 

the following ratio : — 



Notes a legal 
tender. 



Note 
redemption 



Bapid rise. 



Tear. No. 

1876 5 

1877 21 

1878 69 

1879 66 

1880 2 

158 



Capital. 

Yen 2,850,000 

22,016,100 

10,675,000 

6,750,000 

230,000 



Note-issue. 
2,819,998 
19,982,863 
7,405,185 
4,715,885 
120,000 



42,521,100 .34,498,381 



ProbabUitiei of 
foU authoriied 
inue being 
made. 



A possibility exists that the authorized note issue 
may not be availed of to its full extent; but as, from time 
to time, applications to increase capital and add to the 
note issue are granted, it is reasonable to assume, for 
reasons to which we will hereafter refer, that the 
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gross sum is in circulation. The aggregate note issue Total currency 
forming the paper currency of Japan, is therefore ^ ^^^^ ^• 
ascertained to be, 

Government Kinsatsu Yen 108,683,204 

National bank notes 34,493,381 

Total 143,176,585 



The largest bank in point of capital and note issue is The largest 
the Fifteenth National Bank chartered May 27, 1877. hiS^'r^f it. 
The history of its formation is a peculiar chapter in foundation. 
Japanese financial history. The following article ap- 
peared in the Japan Gazette of June 5, 1877. 

The Kuazoku Bake. 

Out of the capital of 17,826,000 yen, 15,000,000 yen 
will be advanced to the Finance Department bearing interest 
at 5 per cent, per annum nnsecnred. No bank with such a 
large capital has been established in the East. {NichiNichi 
Shinhun, 22nd May 1877.) 

Most persons know that the establishment of a bank by 
the nobles clnb will supply the government with 15,000,000 
yen, and thereupon the government will re-issne the paper 
money formerly issned by the Daijo-kawan and Monbnsho, 
bnt recalled and preserved at the Finance Department, which 
is supposed to keep a reserve for contingencies. {Akehono 
Shinbun, 25tli May 1877.) 

The establishment of the Kuazoku bank, long expected, is 
said to have been accomplished on the 21st May 1877, by 
special authority granted by the government. Contrary to 
the practice followed in Europe and America, no information 
is given to the public by the directors of the bank, as to its 
capital, nominal, subscribed, and paid up ; or of the objects 
the promoters had in view in the formation of the concern ; 
and we must therefore draw upon the meagre details furnish- 
ed by the Japanese newspapers, and deduce such inferences 
as may appear legitimate, as to the probable business and 
means of an institution which boasts of a capital of some 
5,000,000 yen in excess of that of the Oriental Bank Corpo- 
ration. Taking the subscribed capital to be the sum stated, 
17,820,000 yen, we find that rather imposing figure at once 
reduced by a loan of 15,000,000 yen made to the government. 
It has been already explained that a sum of about 18,000,000 
yen is payable yearly by the government to the Kaazoku, as 
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interest opon the principal valae of the real estate transferred 
to the crown, and it is that sum which was intended shoald 
form the capital of the bank. The inference, therefore, is 
that the government, finding themselves in a position render- 
ing the payment of some 18,000,000 yen inconvenient, if not 
extremely difficalt, performed the meritorioos action of 
BQggosting to the Kuazokn the wisdom of investing their 
money in snch a manner as should insure its circulation for 
the common benefit of themselves and the country at large ; 
instead of limiting it to the immediate use of their retainers. 
No better method of forwarding so good an object could be 
devised than the establishment of the Fifteenth National 
Bank, and to obtain the consent of the representatives of the 
leading nobles to the undertaking, would be no very difficult 
matter. The bank formed, the proprietors' inspectors ap- 
pointed, and the stafE organised, the government explain 
the position. The government will take 15,000,000 yen of 
your capital on loan without security, and pay you an annual 
interest of five per cent. The remainder, if not alrecidy 
invested in public words or other useful objects, will be at 
your disposal. 

This, apparently, is the history of the formation of the 
Kuazokn bank ; and we feel inclined to express our admiration 
for a scheme which relieves the government of a burden they 
oould not meet, and enables them to come foward 15,000,000 

Jen richer than they were before the formation of the bank, 
n addition to these advantages there are others more sub- 
stantial behind ; the arrangement come to with the Kuazoku 
entailed the surrender by them of their property, in con- 
sideration of receiving an ui ties calculated upon a scale of 
, interest in proportion to their surrendered estates. If, there- 
fore, the Nichi Nichi Shinhun is correct, the government 
have received the property, not for the consideration origi- 
nally agreed upon, but, for this year at least, for five per cent, 
or one-twentieth of the amount of the interest they originally 
promised to pay. The whole affair is too improbable for 
foreigners to accept. Opposed to all principles of reason 
and business ; redacing to a mere semblance the so-called 
bank, and bearing upon its face the strongest evidence of 
impracticability, we can only form one of two conclusions ; — 
1st, that the argument used to induce the Kuazoku to accept 
such an arrangement must have been of the most subtle 
character, and the emanation of a remarkably clever mind ; 
or, 2nd, that the Kuazoku have displayed a patriotic feeling 
of the loftiest character, by sacrificing their individual rights 
' in support of the existing state of things and the suppression 

of the insurrection in the South. 

Whichever view is correct one thing is certain. . The 
expanses of the war, estimated to amount to nearly 20,000,000 
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yen, will, in forester portion, be defrayed out of the private 
parse of the Knazoka. 

These are the inferences to be drawn from the stntement 
of the Nichi Nichi Shinbun^ concerning the formfttion and 
capital of the bank ; and that joarnnl is also responsible for 
the inferred result of the action of the government in borrow- 
ing from their own people the interest justly dae to them 
npoQ yaloe taken over, a sign of financial poverty extremely • 
detrimental to any views which Japan may have formed for 
the extension of her credit in foreign conn tries. It is to be 
hoped that if the bank is a reality the statements of the 
Akebono and Nichi Nichi Shinhun are incorrect, both for the 
credit of the government and the commerce of the country, 
which latter was intended to be forwarded and assisted by 
the large capital first supposed to be under the control of the 
bank. . 

With the exception of the First, Second, Fourth, 
Fifth, and possibly one or two others, the remainder 
are merely estabhshments founded by the military class, 
and possess no claim to the title of bank except the 
charter conferred by government. No banking business 
proper is ever transacted in these institutions. 



CHAPTER n. 

In the course of the year 1876, the failure of the state of the 
European silk crop led to a large and excited demand ja"^®''®/ in 
for Japanese silk. The price of this staple increased 
160 per cent, in four months ; namely, from $480 to 
$446 for the class known as ** No. 2^ hanks," in May, 
to $1,060 to $1,080 in September. The business of that 
season, larger in quantity, and at these much higher 
rates, brought in a considerable supply of Mexican 
dollars which, not being current in the interior of Japan, 
and being unsuitable for transport even if they had been 
so current, created an unusual demand for native cur- 
rencji and the anomaly was presented of goTenunent 
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Correncyat paper standing at a premium of five per cent.^on the 
specie of which it was but the representative. This 
extraordinary position was dealt with in a series of five 
articles published in the Japan Mail, a paper then under 
the editorial control of Mr. W. G. Howell. With these 
articles we propose to open the history of paper currency 
in Japail. ' 

THE CURBENCY. 

September 16, 1876. 

Profit on sUk In an article entitled The Prospects of Trade, in our 

footed by want issue of the 2nd instant, we pointed out the serious 
cuwottcy. *°^ diminution of the profit which this country ought to 
have made upon its crop of silk this year, caused by the 
extraordinary rise in exchange which has occurred since 
the month of June. Then, as will be recollected, the 
dollar was worth only 3s. lOd. whereas the average cost 
of the coin with which the silk has been paid for may be 
fairly estimated at 48. 4d. ; or a rise of 13 per cent, which 
is so much out of the pockets of the Japanese. If silver 
had risen in Europe to the same extent, there would not 
be room for a word of just complaint. But, for reasons 
with which we are aU familiar, it has not done so, and 
the country has had to pay a very high premium upon 
the coin for which it has exchanged its produce. Yet 
this is not all. The coin must, before many months 
elapse, resume its normal relation to the price of bar 
silver, and, during the interval, another 10 or perhaps 
13 per cent of its value may slip away. It may be 
pleaded that the country has reaped an enormous profit 
on its silk harvest ; that, under such an unusual pressure 
for money as the activity of the silk market displayed, 
the dollar must in any case have risen very much ; and 
tljat much of the money paid for silk has been received 
back from the Japanese at at least as high a rate as it 
went into their hands. These contentions are all sound, 
and we are not supposing that the country is losing from 
20 to 26 per cent upon the value of the money passing 
through its hands. But we do plead that its profit has 
been very seriously curtailed by the conditions of the 
currency in which its business has been conducted, and 
it seems well at this moment to enquire whether the 
foundations on which that currency rests are such as to 
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permit the erection upon them of a solid structure of 
trade such as we must all be anxious to see in this 
country. It is only in times when institutions are 
strained by some exceptional conjuncture of circumstances 
that their inherent merits or demerits can be properly 
estimated. We are moving at this moment very rapidly 
and under very exceptional circumstances ; and the 
question is whether we are doing so in accordance with 
sound principles, or whether, on the other hand, our 
loss by avoidable friction is not so great as almost to 
neutralize the advantage we derive from our increased 
speed. 

Now, in order to test this, so far as we are able, let Large payment 
us enquire what has become of the large sums of money, ^^^f"®*® ^ 
amounting to something hke eight or nine millions of 
dollars, which have been paid to the Japanese for silk 
and tea during the past two months. Part of them, of 
course, have come back to us for imports sold, but 
certainly only a small part. Where, then, is the balance ? 
In order to answer this question we must first remember 
that these payments have been made almost entirely in 
Mexican dollars, a coin which has no circulation in the Mexican dollars 
country, and is confined exclusively to the open ports, do not circulate. 
Had they been made in the currency of the country, the 
coin would have found its way by a thousand channels 
into the interior, there to represent, in the most conver- 
tible form, the wealth drawn from thence. But, being 
made in Mexican dollars which have no circulation in 
the country, these dollars must be heaped up in Yoko- 
hama, and must remain there until required for re- 
export. The silk and tea merchants have taken them to 
the native bankers and received paper in exchange for 
them, and this paper has again been sent into the 
interior. But in consequence of the great demand for 
paper, and the great superfluity of coin, the former has 
advanced to a premium of six and three quarters per 
cent, or, otherwise stated, the latter has fallen to a 
proportionate discount. All the disbursements of the 
silk reeler and tea producer have been made at or about 
par. For every yen due for rent and taxes, or expended 
on tools, machinery, wages, food, etc., he has paid'a full 
yen. But for every 100 yen worth of produce he is now 
only receiving 93.25 yen, and though he may have made 
a large profit on his produce, that profit is considerably 
ourtailed by the premium which his agent has had to 
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pay for the means of remittance. Here, again, as in 
the case of the high and declining dollars in which the 
Japanese have been paid for their silk at the port of 
shipment, this premium is a purely evancescent thing, 
and he who has paid it finds that something of it 
evaporates day by day. There will, of course, be a limit 
to this evaporation ; but the limit is not known, and 
meanwhile he may fairly object tbftt his money is liable 
to any such contingency. 

The mischief, therefore, ^eems to lie in the fact that 

the currency of the ports is not that of the country. 

Want of native But the mischief, as it seems to us, will not stop 

?o«* ^!^f^J^ ^^^^' These dollars will be largely held by the native 

lo^BpeculaSn. hanks, who, in their turn, will be anxious to put them 

to account. How can they do this ? The probability 

seems to be that they will lend them to the import 

dealers, Vho will be tempted to borrow them on account 

of the discount at which they stand. The purchase of 

imports made under these circumstances will be of a 

speculative nature, without the basis of a real demand 

for consumption, and the goods will be sent into the 

interior in thS hope and expectation of finding a market. 

And leads to a But this hope will be to a great extent delusive. The 

lock-up of growth of the demand for our manufactures is slow, and 

capital. cannot be artificially developed by any forcing process. 

Thus, it appears to us, there wUl probably be a very 

considerable lock-up of capital in imsaleable commo- 

ditiesy and this is a bad thing in a country so poor as 

Japan. It' causes stagnation in the ordinary regular 

trade of the country^ leads to forced realization at very 

low prices, and consequent disasters to men whom it is 

to our interest to see strong, solvent and confident. 

fiemody. There is one remedial measure which might be taken 

by Government to reduce the present plethora of the 

l8«ue of notes by banks. It might issue its notes to the holders of the 

government coin, giving paper dollar for silver dollar — at such rate, 

dT'^'^^ted^in^the ^^ course, as would induce the banker to part with his 

i^^Tj. ^ silver — and place the coin in its vaults. Nothing could 

be more legitimate than this operation, because for every 

dollar of currency issued, there would be a dollar of coin 

deposited in the Treasury. The transaction too, would 

be a profitable one. The Government paper stands at a 

heavy premium, so that the dollars could be purchased 

considerably below their value in sterling, and as the 

present discount on them will gradually disappear, (hey 
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conld be used again when, or if, circumstances demanded 

such a course, to buy up the paper now standing at a 

premium, but then, in all probability at a small discount. 

We are no advocates for Treasury operations in currency. General 

Money should regulate itself, and will always do so when miwiedom of 

the currency is on a sound basis. But, until this is the ^^^^ 

case, there is no doubt, as has been amply proved in ^^ 

America, that the Treasury may superintend the money 

machinery of the country vrith great advantage to its 

trade. 

We have pointed out what seems to us a partially 
remediil measure for some of the evils which at present 
beset the trade, or, perhaps rather, a mode by which 
they may be treated with advantage to the commercial 
classes and the Treasury alike. But it is clear that any 
such measures are temporary expedients, and that the 
currency in its present form demands a resort to them 
from time to time. This very fact seems to us declara- 
tory of its imperfect or disorganized state. Money, as 
we have just said, should be allowed to regulate itself, 
which it will always do if the currency is on a sound 
foundation. How it can be so placed, we shall proceed 
to discuss in our next issue. It will be suflScient for the 
present that we have drawn attention to the very serious 
evils which attend the existing condition of affairs. 

September 23y 1876. 
We drew attention in our last issue to the diminution Fluchiation of 
of profit sustained by the Japanese this year on their ^^^^^J^ 
sales of produce, caused by the extremely high rate of ^i^^l^t of^ 
exchange which ruled during the period when those sales currency, 
were most active ; and we pointed out that this diminu- 
tion of profit was mainly due to the fact that these sales 
are, as matters now stand, necessarily made against 
Mexican dollars, a coin of limited supply, and therefore 
liable to serious fluctuation in case of an extraordinary 
demand for it. So great has this demand been this year, 
that although the coin is considerably less valuable, 
owing to its inferior fineness, than a similar weight of 
standard bar silver, it has risen as much as 8d. per 
ounce above the value of bar silver — a clear proof that 
the demand for it has been greater than the supply. 
We proceeded to show that these Mexican dollars, many 
millions of which have gone into the hands of the 
Japanese, do not enter into the metallic currency of the 
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country, becanse their circulation is entirely restricted to 
the ports in which alone they are a legal tender. Not 
one of them finds its way into the pocket of the silk or 
tea producer. And not only this. The producer has to 
pay a heavy premium upon the paper in which the 
proceeds of the sales of his produce are remitted to him. 
The paper currency in which such remittances have been 
made, stood last week at six and three quarters premium, 
and it is obvious that for every 100 dollars worth of silk 
or tea which he has reeled or grown, he only receives 
98.25 dollars in currency, so long as this premium lasts. 
It is probable that the enhanced value of the currenc}'- 
here will lead to something of a similar result in the 
interior. But his engagements for the most part assume 
the shape of stipulated sums, and he thus gets no return 
in value for the premium he has paid on the paper which 
comes into his hands. In other words, he has to pay 
away, say 100 dollars, but has only 93.25 dollars to do 
it with. It is nothing to the point that he only sent 
down silk costing him 50 dollars, which, owing to the 
extraordinary rise in the market, has been sold for 100. 
The point is that instead of getting 100 dollars for it, as 
he should, he only gets 93.25. With a fact like this 
staring us in the face, it is idle to say that there is 
nothing wrong, and it would be the height of indolence 
and helplessness to allow it to remain so without inves- 
tigation and some attempt at correction. If such a 
premium on exchange were necessary to remit the money 
ten thousand miles, there would be nothing very extra- 
ordinary or extravagant in it. But the producer Uves 
within a hundred miles of his market, a letter from here 
reaches him in thirty hours, and a telegram in thirty 
minutes ; and our plea is that this enormous premium 
on his remittance is out of all reasonable relation to the 
conditions of his case, and could only co-exist with, and 
be caused by, an entirely unsound condition of the 
currency. 
The remedj We went on to show that this premium might legiti- 

proposed, mately be diminished by an increased issue of Govern- 

ment paper — the Government taking into the Treasury 
one silver dollar for every dollar of fresh currency so 
issued. On any other basis, any such increased issue of 
paper would be obviously unsound, and highly to be 
deprecated. But, on so sound a basis as this, it would 
not only be legitimate but advantageous— not only to 
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ihe Treasury, as we showed last week, but to the country. 
For, what does this premium indicate ? The premium Premium or 
or discount at which a paper currency stands is at once ^iscount; 
the proof and the measure of its adequacy for the ^^ ^^^^ * 
mercantile operations of a country. When it is at a 
discount, the amount of that discount is the measure of 
the over-supply of currency ; when at a premium, it is 
the measure of the inadequacy of the currency to the 
demands upon it. The paper has so much more work 
to perform, and it can only do this by rising to a 
premium and thus representing more value than nor- 
mally belongs to it. We particularly stated that we are 
no advocates for Treasury operations in currency as a 
principle or practice. The cure for all these evils is a 
currency which requires no such operations or inter- 
ference, and which regulates itself. But until we have 
one in Japan, we may legitimately resort, and may 
even at times be compelled to resort, to regulative 
expedients, provided always, they do not violate first 
principles. 

Having shewn how the present condition of affairs Fluctuation 
militates against the interest of the Japanese, we would ^^^^ ^ 
draw attention to the fact that, under a different and ' 
opposite combination of circumstances, it equjilly mili- 
tates against the interest of foreigners. Dollars are 
now at a heavy discount upon currency, for the sole 
reason that there is an excessive supply of them, and 
this supply is heaped up within a square mile which 
not one of them will leave except to be re-exported. 
But what happens if, under the converse of the case, 
they become very scarce? They rise to a premium 
among the uatve merchants — a premium, be it remem- 
bered, which does not advance their value in sterling 
— and the foreign merchant gets so much the fewer of 
them for his imports ; precisely as he paid fewer of 
them to the native merchants, when, under the pressure 
of excessive demand, they advanced in sterling value. 
It is exactly the converse of the other case ; and just 
as the Japanese suffer when Mexican dollars are in 
over-supply, so foreigners suffer when they are ab- 
normally scarce. It was intelligible enough that, in the 
early days of foreign intercourse, the Mexican doUar 
should have been chosen as the most convenient coin 
for the foundation of our trade. But now that Japan 
has a Mint equal to all the demands which may be 
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made on it, not only for the domestic and foreign trade, 
but for still larger purposes, why are we to continue 
transacting our business in a coin which is not the 
currency of the country, never travels a mile beyond 
the open ports, and the supply of which runs, or may 
run, short just at the moment when it is all important 
that it should be abundant? There can be no good 
reason for this, and it involves an anomaly to which 
the attention both of the Japanese and foreigners cannot 
be too soon or too carefully directed. 

What, then, appears to be the true, and, indeed, the 
only remedy for this anomalous condition of affairs, 
which, we imagine, all will readily acknowledge to be 
such ? We think it will be foimd — 

First ; in the adoption of a silver standard or unit ; 
and 

Second; in a resumption of specie payments, or, in 
other words, a convertible currency. 

As regards the first point, we have, as our readers 
must be well aware, always strongly opposed the creation 
of a gold standard or unit in this country ; our main 
reason being that so long as silver is and remains the 
great medium of exchange throughout the East, Japan 
is only placing herself in an entirely false position in 
adopting a gold standard. We do not say that no 
plausible reasons could be, or were, adduced for adopting 
a gold unit. Doubtless the Finance Minister of the 
time thought that what England and America had 
done, could not be wrong ; and his successor has been 
fortified in that belief by the example of Germany and 
Holland. And if Japan were an European country, they 
might have done well in thus deciding. But it is an 
Oriental country, and — in all probability — will remain 
BO. Many curious things are and may be done in 
countries despotically governed, but it might have been 
better to reahze once for all that Japan, whatever else it 
may do in the future, is obstinately a geographical 
fixture. And this ought undoubtedly to have been the 
guiding and determining fact. But it was not so. It 
was supposed that what two leading commercial nations 
had already done, and what one commercial and another 
very sagacious nation were about to do, could not be 
very wrong. And doubtless all these nations have done 
very rightly in their positions as European nations. But 
Japan was, we fear, too much influenced by the desire to 
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do what England and America, bad done because sbe 
wisbed to place berself on some imaginary footing witb 
England and America. If we could only imagine these 
islands peopled by a race endowed with the shrewd 
practical sense of the English, we know very well what 
the decision in this case would have been. In their 
blunt way they would have said: "Let other nations 
do anything else they like or choose. Every tub on its 
own bottom. It is clear that our interest Ues in adopt- 
ing the standard of the continent with which we are 
most identified geographically, and whither we may 
send or whence we may draw supplies as circumstances 
may dictate. Chinese commerce demands an enormous 
supply of coin, and this is now furnished by Mexico or 
the South American Eepublics. Before long, we will 
supply it, and shall find our advantage in doing so. If 
we coin gold till doomsday, the Chinese will never take 
it except for the melting-pot, and what good is that to 
us ? We will take lessons from the other side of the 
world which promise us any solid advantages. But we 
will not imitate England or any other country for imita- 
tion's sake, and are not going to leave the dictates of 
solid common sense with the sole result of making our- 
selves poor and ridiculous." 

And what, as a matter of fact, has come of all this Diaappearance 
gold standard and gold coming? Three fourths of the ^' fi^^^ ^""• 
gold have been melted, and the expense of minting it has 
been lost to the country for ever. The theoretical argu- 
ments for a silver standard were very strong, but they 
were rejected. The actual working of the question has 
cogently and amply confirmed them. Will the Govern- 
ment persist in its error? Instead of taking soimd 
advice, it fell, as usual, into the hands of quacks, and all 
its coinage has run away. Its plight is that against 
which the Pedlar warned Dame Eleanor Spearing. 

" You may go to surgical chaps, if you choose, 
VHio wiU blow up your tubes like copper flues. 
Or cut your tonsils right away, 
As you'd sheU out your almonds for Christmas^ay, 
And after aU a matter of doubt. 
Whether you ever would hear the shout 
Of the little blackguards that bawl about. 
There you go with your tonsils out ! 

But it is only right to say that before any agreement Qoaranteps 
could be arrived at by the Kepresentatives of the Foreign ^^ty^f'^' 
Powers to accept the Japanese metallic currency as a mintage* 
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basis for the trade carried on by their subjects or 
citizens, ample guarantees would have to be given for 
the purity and weight of such currency. At one time 
this was assured, and if the system had been adhered to 
which produced the assurance, or one equally good 
substituted for it, there would have been no difficulty in 
getting the coin accepted in China and the Straits 
Settlements. But it is idle to hope for any thing of this 
kinds so long as the Mint is mider the direction of a 
Japanese master. On this point there must not be the 
smallest shadow of a doubt. 

And why should Japanese pride be so grievously 
wounded by the employment of a foreign Mint-master ? 
Is it not wounded by the fact that no one will now take 
the coin? Is it nothing that Shanghai, Hongkong, 
Foochow, Singapore and Penang wiU not look at it ? 
This seems to us a wound infinitely harder to bear — one 
into which no balm can be poured. For it, there is no 
Gilead, and neither poppy nor mandragora can soothe 
its eternal ache. 

The other admits of far more lenitive treatment. It 
may not be agreeable— though really it need not be very 
disagreeable — to have a foreign Mint-master at Osaka. 
Unless the Finance Minister is a Haman- and we are 
very sure he is not— why should it ixk him so much that 
Mordecai sits at the coin gate ? Is it nothing that, through 
him, confidence will be produced throughout Asia in the 
coin of the Japanese Government? Is it nothing that 
that coin should raise the credit and reputation of the 
nations, and be, so to speak, a conquering coin ? Though 
it do not now bear the image and superscription of Caesar, 
it may do so years hence, and as no coin can leave this 
country and remain in circulation abroad except to its 
direct and indirect advantage, Japan will profit by the 
export of its specie, which will then be a manufactured 
article in demand among the oriental nations. Is not 
this an object worth sacrificing something for ? Would 
it not be a truer patriotism to i^refer the manifest ad- 
vantage of the country to a feeling of pride eternally 
incompatible with that advantage ? 

But we have trespassed so long on the patience of 
our readers, that we must leave the subject of a con- 
vertible currency, or a return to specie payments, until 
next week. 
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September 80, 1876. 

We trust we have made clear to our readers in the Digest of two 
two foregoing articles on this subject, the following PJ^^^'*^ 
points : — 

ist.— That the Japanese have suffered a serious dimi- 
nution of the profit which their trade with us this year 
might and ought to have given them ; that this fact is 
attributable to the unsuitable nature of the currency in 
which that trade has been prosecuted ; and that the same 
cause, under an opposite, but quite possible, combination 
of circumstances, will have a similar detrimental effect 
upon the interests of foreigners. 

2nd. — That as the Mexican dollar is not current in 
this country ; that as it will certainly not be made so in 
view of the fact that the Japanese have a Mint of their 
own of ample power to produce coin enough for all the 
wants of their and our trade; and that this dollar is 
liable to serious fluctuation over and above that which 
attaches to the value of the metal of which it is made ; 
it is an unsuitable coin for the commercial purposes 
of the country. 

8rd. — That the commercial transactions of the open 
ports should be carried on in a coin which is the 
currency of the country, and that this coin should be 
a Japanese dollar, coined under sufficient guarantees 
that it will be of a fixed weight and fineness, and 
produced in quantities large enough for the purposes 
of the foreign trade. 

We shall now attempt to shpw that the monetary Monetary 
system of this country requires to be placed upon a new ®?®^ ^^^^ ^ 
footing ; and shall endeavour, with such facts as we ^^^ ^^ °^^ 
possess, to show how this can be done, what dangers 
attend the change, and what precautions may be taken 
to guard against them. 

In regard to the first point, the main monetary Present system, 
system of this country is an inconvertible paper cur- 
rency, and in order to show the evils attendant upon, 
and inseparable from, such a currency, we shall give the 
following opinions of men whose reputations are sufficient 
guarantees for the value the world has agreed to place 
on their views. 

Before doing so, however, we should warn our readers, Dangers of a 
and our Japanese readers especially, that there is no pap®' currency, 
sphere of human thought and activity which has been 
more thickly beset ihm this by quacks and impostors. 
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In no other direction have men advanced specious, and 
yet utterly unsound, theories, with so much confidence, 
BO much success of persuasion, and so much consequent 
mischief. The semi-scientific visionary may, like the 
^ philosopher in Basselas, persuade his few dupes that he 
possesses, and they may acquire, the art of traversing 
the air with wings. But no bones are broken save their 
own ; and, in other similar cases, the mischief worked by 
ignorant faith or designing knavery is confined to a 
• small circumference. Not so, however, with the ignorant 
but successful currency schemer. He invades every 
house in an empire, casts sand instead of oil upon the 
wheels of industry, puts enmity between every creditor 
and his debtor, plunders the poor, plays into the hands 
of the rich oppressor, and raifies hopes which have no 
real basis of existence, but the collapse of which only 
makes the pangs of poverty more bitter and unbearable. 
That we have not overstated these evils, the following 
quotations will fully prove. We will first take the 
English economists and statesmen. 

J. S. Mm. John Stuart Mill says : — 

** To the increasd of inconvertiblo paper (if permitted 
by law), there is no check. The issners may add to 
it indefinitely, lowering its value and mising prices 
in proportion ; they raay, in other ps-ords, depreciate 
the currency without limit. Such a power, in 
whomsoever vested, is an intolerable evil." 

Again : — 

" The substitution of paper for metallic currency is a 
national gain ; any further increas*» of paper beyond 
this is but a form of robbery." — flW : 2, Book lily 
Chajj. 13. Political Economy.) 

W. S. Jevona. Professor W. Stanley Jevons says : — 

** The issue of an inconvertible money ♦ ♦ ♦ has 
often been recommended as a convenient means of 
making a forced loan from the people, when the 
financed of the government are in a desperate con- 
dition. It is true that money may be thus easily 
abstracted from the people, and the government 
debts are effectually lessened. At the same time, 
however, every private debtor is enabled to take a 
forced contribution from his creditor. A govern- 
ment should, indeed, be in a desperate position, 
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which ventnres thas to break all social contracts 
and relations which it was created to preserve." • — 
'' Motley,'' page 2S6. 

Professor Bonamy Price says : — Bonamy Price. 

'' An inconvertible note is tainted with the worst vice 
which a currency can possess — unsteadiness of 
valae. • ♦ • • The debasement of the tool of 
exchange is an annoying and mischievous nuisance, 
thrust into a region from which it should be 
rigorously excluded, the exchanging of the neces- - 

. saries and enjoyments required by civilization. It 
is thrust in for a motive absolutely unconnected 
with the sole purpose for which any currency exists 
and passes into universal use. • • • The 
change in the nature of the currency tells on every 
price in every shop or store — for price is only the 
quantity of currency computed to be equal to the 
Talue of the goods. 

• • • Every sale on credit is converted into 
gambling, and what but pure harm can come from 
adding an inevitable element of gambling to every 
shop-keeper's accounts, to every bill which moves ^ 
the operations of commerce, to every purchase of a 
house or farm which covenants, for the payment of 
a rent of so many dollars or pounds for a number of 
years, to every man who lives by the interest of the 
national debt of tl^e country ?t • • • • • 
As long as inconvertible currency lasts, it never 
ceases to harass tmde and every commercial dealing 
between man and man. The harm is renewed day 
after day, week after week, year after year. A bad, 
unsound, untrustworthy currency persecutes society 
at every turn and brings loss on all but gamblers. 
It poisons every sale as the days roll on, every 
exchange ; and what is human life but making and 
exchanging ? 

The moral which these facts teach is clear. Over- 
whelming necessity may excuse the original imposi- 
tion of so easy but so vicious a tax, but the pressure 
once over, twt an hour should be lost by any legislature 
which has any knowledge of the nature and working 
of money, to arrest the plague and sweep away incon' 
vertible paper, 

* This of course applies equally if the new money is issued in 
the form of loans on the plea of stimulating industry, or indeed on 
any plea^—En. J.W.M. 

t He might have said, '* to every man who lives by a fisoed 
income,** no matter from what source derived.— En. J.W,M^ 
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• • • An inconvertible currency is incapable of 
being defended. Ifc may have had an excusable 
origin in an overwhelming political sitnation, and if 
maintained for a brief time only may do compara- 
tively small harm. Bnt its continuance is loaded 
with every repeated calamity to a country. In 
England, no man of the smallest eminence comes 
forward to defend such a currency ; its radical and 
incurable badness is the settled conviction of the 
English people." {Currency and Banking.) 



Sip »• PeeU Sir R. Peel :— 



^ In the debate of 1839 on currency said that the 
** excess of commercial speculation which led to 
such evils was the consequence of an over issue of 
paper currency, and this was a fact not to be 
disputed." 



Lord Orenvine. Lord Grenville : — 



" In the same debate, declared that " an irredeemable 
paper currency was, under any circumstances, a 
greater evil than good; thnt, he hoped it would be 
recorded of him as his decided conviction, that in 
proportion to the danger under which the country 
laboured, he would almost sny, in proportion to the 
extent of that danger, was the impolicy and des- 
perate madness of such a measure as they were now 
considering how to rescind * * * He could 
ghow how the miseries of 1816 followed on the issues 
of the preceding year and how they led to a 
fearful depreciation, and, without any fault of 
individuals, by the mere force of the system, in- 
volved the whole kingdom in one general desolation. 
Not only its trade and commerce, but its agriculture, 
its landed interest, even classes of the most remote 
from connection with, or even knowledge of the 
paper system, found themselves suddenly con- 
signed to total and inexplicable ruin. If their 
lordships could see at their bar, not merely the 
victims of commercial failure, but those numerous 
persons of all ages, sexes, and classes, who had 
unconsciously suffered without even understand- 
ing how or whence the evil fell upon them, 
such a spectacle would fill their lordships with 
horror, and he sincerely believed that not only 
would no voice be raised for the maintenance 
of such a system in commerce, but not even 
in war." 



Digitized by LjOOQ IC 



THE ISSUE OF PAPEB MONET m JAPAN. 35 

Mr. Walter Bagehot says : — ' Walter Bagehot. 

'' Inconvertible paper issned bj goyemment is sure to 
be issned in great qnantities, as the American 
enrrencj soon was ; it is sure to be depreciated as 
against coin ; it is snre to distnrb valnes and to 
derange markets ; it is certain to defrand the lender; 
it is certain to give the borrower more than he ought 
to have." 

We will now turn to the American authorities. 

Pelatiah Webster says : — Peiatiah 

" We have suffered more from this cause than from Webster, 
every other cause or calamity. It has killed more 
men, pervaded and corrupted the choicest interests 
of our country more, and done more injustice, than 
even the arms and artifices of our enemy.^' 

Daniel Webster says : — Daniel Webster. 

" A disordered currency is one of the greatest political 
evils. It undermines the virtues necessary for the 
support of the social system, and encourages pro- 
pensities destructive to its happiness. It wars 
against industry, frugality, and economy, and it 
fosters the evil spirits of extravagance and specula- 
tion. Of all the contrivances for cheating the 
labouring classes of mankind, none has been more 
effectual than that which deludes them with paper 
money. This is the most effectual of inventions to 
fertilise the rich man's field by the sweat of the 
poor man's brow. 

Ordinary tyranny, oppression, excessive taxation, 
these bear lightly on the happiness and the means 
of the commanity compared with fraudulent cur- 
rencies and the robberies committed by depreciated 
paper. Our own- history has recorded for our 
instruction enough, and more than enough, of the 
demoralising tendency, the injustice and the in- 
tolerable oppression on the virtuous and well dis- 
posed of a degraded paper currency." 

Professor Perry says : — Perry. 

" The distress and consternation into which a country 
falls when its measure of value is disturbed and 
destroyed is past all powers of description." 

Professor Sumner says : — Sumner. 

"An irredeemable paper currency is a national 
calamity of the first magnitadei of which one may 
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indeed find greater or less examples, bat of whioh 
tbe least is a peremptory warning to statesmen and 
financiers. It is like a disease in the blood, under- 
mining tbe constitution and spreading decay tbroagh 
all tbe arteries of business. A young and yigoroas 
nation, witb a sound political system, may stand it 
far better tban an old one, witb feudal tittditions ; 
but in its measure and according to circumstances 
it is pernicious if not fatal. It is not like an acute 
disease; it is like an invalid state witb occasional 
fever. 

Bvils. ^ We shall now pass on to enumerate certain specific 

evils caused by inconvertible issues. 

Bagebot. 1. — ^Damage to national credit. 

'* In tbe case of America tbere was a f urtber evil. 
Being a new country she ought in her times of 
financial want to borrow of old conntrit^s, but the 
old countries were frightened by the probable issue 
of unlimited inconvertible paper and they would not 
lend a shilling. The Northern States raised no 
loans in Lombard St., and could raise none because 
of their vicious paper money." — (BagehoL) 

Daniel Webster. Daniel Webster said upon one occasion, that Alex- 
ander Hamilton had ^'raised the credit of the United 
States from the dead.'' This striking remark was caused 
in a great measure by the success of Hamilton's scheme 
for returning to specie payments. 

Over-iasne. 2. — The temptation to over-issue, and to pass pres- 

cribed limits. 

Mm. J. S. Mill says'on this subject : — 

" The temptation to over issue, in certain financial 
emergencies, is so strong, that nothing is admissible 
which can tend, in however slight a degree, to 
weaken the barriers that restrain it." 

Madeod. Henry Dunning Macleod says : — 

" There is .no instance in any country in which any 
persons, public or private, having been invested 
with tbe power of issuing notes unlimited in amount 
and denomination, have not abused it, and prodaced 
such calamities as to make men almost curse tbe 
very power itself." 
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Professor Jevons says: — Jerons. 

^* Bassia has had a depreciated oarrency for more than 
a hundred yeara, and the history of it may be read 
in M. Wolowaky's work on the finances of Russia. 
Eepeated limits were placed to its tssae by imperial 
edict, but the next war always led to farther 
issues." 

Professor Perry says : — Perry. 

'* There never has been a government yet, of the many 
which have issued irredeemable paper, which had 
the wisdom, and the firmness to resist for any 
great length of time the temptation to emit large 
quantities." 

Again: — 

'* There never was a government yet, of all those 
which have attempt^ the issue of inconvertible 
pi^r, which had prudence and firmness enough to 
resist, for any great length of time^ the temptation to 
issue such paper in excess." 

' Examples. 

In 1867 the United States passed a National Banking Examples. 
law authorising the issue of $300,000,000 of inconvertible 
paper. On July of 1870 $54,0()0,oi30 more was authorised, 
and at the present moment the existence of the infla- 
tionist party in the U. S. sufficiently proves that the 
danger of further issues is not over. 

Austria groans beneath jsuccessive issues, as do 
BuBsia, and Italy. So late as 1865 there was a Cour$ 
force of paper in the last named country. 

Professor Sumner says : — Sumner. 

^'Whatever strength a nation has is weakened by 
issuing legal tende%notes. One might as well say 
that it is necessary to open the veins of a weak man 

^ who has a heavy physical task to perform. All 
history shows that paper money with a forced 
circulation is not a temporary resource. It cannot 
be taken up and laid down as we choose." 

Again :— 

"Nearly every nation which has ever used paper 
money has fixed its amount, and set limits which it 
has solemnly promised again and again not to pass. 
But such promises are vain. The intention, when 
they are made, is honest, but it is impossible to 
keep them. A man might as well jump ott a preci* 
pioe intending to stop half way down," 
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8. — It tmdermines social morality. A writer in the 
Joumalj^des Economists of September 1868, comment- 
ing upon the excessive Austrian paper money issues, 
says that Vienna is outwardly grandiose and pretentious, 
but badly drained and otherwise provided, that the 
character of the people is light and frivolous, and he 
refers these phenomena to the financial disorder and 
paper money as chief causes." 

4. — ^Want of elasticity. 

Professor Jevons says : — 

"A fnrtber objection to a paper money inconvertible 
into coin is that it cannot be varied in quantity by 
the natural action of trade. No one can export it 
or import it like coin, and no one bat the CU)v- 
emment or banks anthorized by Government can 
issne or cancel it. Hence if trade becomes brisk, 
nothing bat a decree of the Government can supply 
the requisite increase of circulating medium, and if 
this be put afloat and trade relapse into dullness, 
the currency becomes redundant and falls in value. 
Now, even the best informed Government Depart- 
ment cannot be trusted to judge wisely and impar- 
tially when more money is wanted. Currency must 
be supplied, like all other commodities, according to 
the fre^ action of the laws of supply and demand." 

Henry Dunning Macleod says : — 

'* Bullion is not only the sole proper basis of a paper 
currency, but is the only true regulator of its 
amount." 

Multitude of We might, were it necessary, endlessly add to these 

authorities. opinions by quoting from the works of the great French 
economists, Bastiat, Michael Chevalier and others. But 
it is needless. The writers we have cited are authorities 
of the highest class ; and it must always be remembered 
that as experimental science advances, false theories and 
the names of their authors die out, while truth and its 
exponents gain a firmer hold upon the opinion, and even 
increasingly influence the course of action, of mankind. 
All these authorities agree as to the fact — for long and 
repeated experience has placed it beyond the condition 
of an opinion — ^that an inconvertible currency is an evil 
of enormous magnitude ; and as the paper currency oj 
this ooontiy is an inconvertible one, Japan is suffering 
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from this evil, and the facts adduced in onr previous 
articles show how grievously it is operating to her 
detriment. 

The simple fact is that when the Mint was established, Sound basis 
no one seems to have grasped clearly the all-important » fi^st necessity 
trutii that the first great requisite, before setting it in *^ currency, 
motion, was to put the currency upon a sound footing. 
Now, it is no use whatever to make coin if, at the same 
time, you have an inconvertible currency the issue of 
which is liable to be increased at any moment to meet 
the financial exigences of a Government. So fast as the 
coin is made it will run away, as it has done here and 
will do everywhere else under the same condition. The 
reason for this is not always clearly apprehended, but it 
lies in the fact that every fresh issue of currency depre- 
ciates, proportionately to its amount, the value of the 
paper dready afloat. This depreciation is not visible to 
the eye, or to the uninstructed mind, which does not 
know where to look for the evidence of it. But the 
instructed mind sees it in a rise in the value of all com- 
modities ; with this, fresh inducements to importations 
from abroad ; and, as a consequence, an export of the 
gold to pay for them. 

It is obvious, therefore, that beyond the production Mint a secondary 
of a copper or subsidiary silver coinage, no permanent consideration, 
purpose can be subserved by the establishment of a Mint 
unless the whole currency system is under proper regula- 
tion. It is not long ago that Italy found this out greatly 
to her cost. She coined a large quantity of money with 
the object of introducing greater certainty into the trans- 
actions of every day life. But, shortly afterwards, she 
increased her issues of paper, thereby, of course, 
enlarging the volume of her currency, and the silver and 
gold at once left the country. While the present condi- 
tion of things continues in Japan, we may, indeed, we 
most, look for a continuance of the divorce of the Mint 
from the currency. 

There is but one remedy for all this, viz., a return to The only 
specie payment, or, in other words, a convertible cur- remedy. 
rency. The question must therefore be asked : What 
evidence is there that the country is in a position to 
make this change within a reasonable period ? 

To this we reply : — Too little, perhaps, to enable us PossibiUfy of a 
to judge accurately and pronounce positively. Yet we'^^^'^^^toapeci* 
are not without facts to guide us. In some of the pro- P*y°*®*^** 
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vinces, — in Kagoshima, for instance, — ^we are informed, 
on excellent authority, that gold, silver and paper cir- 
culate freely on a perfect equality, and, if this be so, the 
same thing is doubtless to be seen elsewhere. Admitting 
that the present high premium on the paper currency is 
the result of the great demand for it caused by the late 
unusual activity of the silk market, it is a fact that for a 
long time paper and gold have circulated very much on 
a par in the open market, and this is proof positive that 
the quantity of the former afloat is in no way excessive. 
Whatever may have been the case ten years ago, we do 
not believe that the Government of this country could 
prevent the paper currency falling to a discount were 
the issue of it excessive, and the conclusion is thus 
forced upon us that there is no such excess of it. 
Net Bum to be But, it will be asked ; Is there not something like 

redeemed. ninety millions of paper currency afloat in the Empire ? 
Is it proposed to declare all this convertible with such a 
small metallic reserve as the Government now possesses ? 
In reply, we would observe that, out of this large 
amount, about 82,000,000 consists of fractional currency 
required for the small purposes of every day life, 
(27,000,000 of the new Frankfort satz, and about 5^^ 
millions of the old issue which is being gradually ex- 
changed for these new satz). Of course this need not bo 
taken into account. The notes pass from hand to hand 
as readily as coin, they are extremely useful, and no one 
who possesses two or three dollars worth of them would 
dream of demanding silver for them. 

Then, there is always a considerable quantity of 
currency in the hands of the Treasury, paid in on 
account of taxes, and greater or less according to the 
time of year. The amoimt varies from 3 millions, below 
which it never falls, to 11 millions, beyond which it 
rarely rises. We will taken it at its worst and call it 3 
miUions. Thus we have : — 

Fractional Currency Yen 82,400,000 

Paper in the Treasury „ 3,000,000 

Yen 35,400,000 

Subtract this sum from the 90,000,000 which we 
have supposed to be afloat, and we have 54,600,000 to 
reckon with. 

Yet| not folly this. It will be remembered that, in 
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one of his more recent Financial Statements, the 
Finance Minister showed that the amount of the issue of 
the old han had never been correctly * ascertained, in 
spite of all the pains which had been taken to arrive at 
it. Nor will the extent of the liabilities which were taken 
over from the han by the Government at the Restoration 
be accurately known imtil next July, the limit fixed 
some time ago beyond which the Government will not 
exchange the old for the new currency. But, meantime, 
there are good reasons for believing that the amount 
out is considerably smaller than was at one time 
supposed, and we do not think we shall prove to be far 
wrong if we strike the odd 4,600,000 yen off the above 
total. This leaves us with yen 60,000,000, the respon- 
sibility imposed by which we must look steadily in the 
face. 

Now, it is usually presumed that if from a third to Proportion of 
a half of metallic reserve is kept against a government reserve, 
paper money which is in faur credit with a people, 
there is no danger in a convertible paper currency. 
Let us say, then, that 25,000,000 of silver or gold 
must be kept in the Treasury, and we agree that nothing 
less than this would be safe. How is this amount to be 
made up ? 

So &r as we can judge, there must now be about Defideney of 
16,000,000 yen in cash in the Finance Minister's hands, reserve. 
We shall not pretend to be entirely accurate in these 
figures, or to be able to verify them until the appearance 
of the next Budget. But we think we are not far wrong, 
and this leaves us with 9,000,000 yet to provide, and we 
shall at once admit a serious difficulty in furnishing this. 
But it should be remembered that there is no easy escape 
from the great evils of an inconvertible currency. You 
cannot get out of such a difficulty as that in which this 
country is placed, without eflfort, sacrifice, trouble, and, 
possibly, assistance. But if by making this effort and 
sacrifice, taking this trouble, or even asking this assist- 
ance, you can subdue an evil admitted on all hands to 
be of enormous magnitude and paralysing effect, — ^if you 
can get off the steep incline down which you must 
idways have a tendency to slide, and often find yourself 
sliding, — ^if you can ^scard a thoroughly bad principle, 
and adopt a tiioroughly good one, that is to say, hard 
money, with all its attendant advantages and blessings — 
you cannot be doing wrong. More tiian this. You are 
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botmd to adopt snoh a course, for the only alternative is 
impotent palsy. 
Loan seems To speak frankly, we do not see how this nine 

a necessity. millions is to be provided without a foreign loan, and we 
know that the opinion of the country is against a resort 
to this means. The feeling is an admirable one. It 
proves that there is a sound determination on the part 
of the nation to extricate itself by its own efforts from 
the difiSculties into which it has fallen, and we should be 
the last to run counter to it. But in this case we plead 
that something must be done, some feeling must be 
waived, some determined course adopted. We must say 
with Lear, 

Where the greater malady is fix'd. 
The lesser is scarce felt. Thou'dst shun a bear : 
Bat if thy flight lav toward the raging sea, 
Thou*dst meet the bear i' the moa3i. 

The burden of a small additional foreign loan is a 
feather "weight beside that of an inconvertible currency. 
No wise man will say that a foreign loan, as such, is 
necessarily a bad thing, and there are many cases in 
which he would say that it was a very good thing. 
But no wise man ever pleaded that an inconvertible 
currency was a good thing, or other than a grievous 
and most intolerable thing. 
Amount may be Yet, the amount of foreign assistance necessary might 
much reduced, be much smaller than the sum wo speak of, and for 
the following reasons. 

The coimtry saves from eight to ten millions of yen 
annually by the late measure for capitalizing the incomes 
of the nobles and gentry, and if this is not to go towards 
the diminution of the land-tax — of which we yet see no 
sign — how could it be better bestowed than in a with- 
drawal to that extent of the paper currency ? provided, 
of course, a proper quantity were always kept in cir- 
culation for the wants of the country, and this could 
always be ascertained by the premium or discount at 
which it stood in the market. Every ten millions so 
used would reduce the amount of the necessary metallic 
reserve in the Treasury in advancing proportion, because 
safety grows in an increasing rate the nearer it is 
approached. 
AdTantageof There is one great advantage, of what might be 

sUver currency, termed a mechanical nature, which a silver currency, 
such as we have proposed for this country, has over a 
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gold currency, and this is a most important factor in 
the question of how much metallic reserve must be 
maintained in relation to the paper in circulation. It is 
far more cumbrous than gold. No man will carry about 
ten sovereigns if he can get two five-pound notes and 
ready change for them. Far less would he carry about 
ten pounds worth of silver, and the same thing applies 
quite as much to the large transactions of commerce. 
It is certain that if men were assured that they could 
obtain silver for their notes on application at certain 
centres of distribution, the quantity of such notes pre- 
sented for payment, though it might be considerable for 
three or six months, would be small after that time, and 
that, this fact once thoroughly realized throughout the 
empire, the demand for coin would be far smaJler than 
if we possessed a gold unit and currency. 

There is yet one contingency against which we have Hoarded 
not provided, viz., the quantity of paper which may be ^^^^^'^ 
hoarded in the country. This may be considerable, gj^^ therefor, 
and it would be brought out for conversion into sUver 
directly the currency was made convertible. In order 
to meet this demand we should propose to issue a 
note or bill payable at sight or a short date, but 
bearing a small interest, say 2 per cent, which would 
present greater attractions to hoarders than purely 
barren metal or paper. The tendency to hoard and 
the practice of hoarding, universal in all countries, but 
specially prevalent in the East, must be reckoned with 
and provided for. The deposits in the Post-ofiSce 
Savings Banks will gradually do something in this 
direction, but the Postmaster GeneraPs Report for 1876 
proves conclusively that very little must be hoped for in 
this direction for many years to come. 

We have now gone so far— at a sad expense to our The ooupb© to 
readers, we fear, but in the earnest hope that we have pursue with 
drawn attention to a great evil, and to the necessity, at ™^* advanta^. 
least, of remedying it, if not to the means by which it 
may be remedied — that we must shortly state what 
seems to us the proper course to take in order to put the 
currency on a proper footing. 

Of the return to the silver unit and currency we GovemmeDt 
wrote last week, and with this as a basis for the future, redemption, 
and the assurance that in case of need a load of a 
million and a half, or at most two millions, could be 
negotiated in London — of which there can be no doubt 
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whatever— but which may, lafter all, not be necessary, 
the Government could announce that in two, or at the 
outside, in three years from some civen day, all its 
floating currency would be exchangeaUe for silver. The 
immediate consequence of this would be an enormous 
accession to its strength and credit both here and in 
Europe. The paper currency would have new life and 
vigour imparted to it, and every debtor and creditor 
throughout the Empire would feel that the settlement of 
their respective liabilities would be attended by a cer- 
tainty unknown in the previous history of the nation. 
The present generation of Englishmen knows nothing 
of the misery resulting from depreciated and fluctuating 
currency. But let those who have lived in Austria, 
Italy and Spain give their testimony. Or let those who 
have no such experience, read Lord Macaulay*s descrip- 
tion of the national confusion arising from this cause 
which existed in William the Third's time, and the relief 
afforded to the nation by the restoration of the currency. 
If they do this, they will soon see, and at once confess, 
that there are few evils of so great a magnitude in a 
struggling and advancing society, as a medium of ex- 
change which no one can trust. The Japanese states- 
man who will grapple with this question, and solve it, 
will do more for his country than any other man has 
any chance of doing, because, as Webster says, in the 
words we have quoted above, *' Ordinary tyranny, op- 
•' pression, excessive taxation, these bear lightly on the 
"happiness of the mass of the community compared 
" with fraudulent currencies and the robberies commit- 
" ted by depreciated paper." And do not let us imagine 
that because we have not seen all the evUs of this bad 
system in this country they are to be escaped if we 
continue to pursue it. We have at this moment a 
Finance Minister who, so far as we can judge, fully 
apprehends the evils of a bad system, because he is 
wise enough to be guided by conclusions arrived at by 
an induction from facts. But, so long as you have a 
bad system, you are liable to be cursed with the vices 
inherent in it. You might to-morrow find the finances 
in the hands of an inflationist who thought the trade of 
the country required "the vivifying influence of an 
abundant paper circulation," and who proceeded to act 
upon this monstrous cbintera. We are only a few 
thousands of miles, and are within too easy reach of a 
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country where the unfathoinable ignorance of political 
economy always diplayed by democracies is in full play, 
and where all the most strenuous efforts of sound and 
wise men are only just sufficient to keep the horse's 
heads in the right direction. We are now in this coun- 
try, so far as practice^ is concerned, in a soft-money stage. 
Let us learn to look on a soft-money man as the incarna- 
tion of all evil, and fortify ourselves in an absolute 
intolerance of the system, admitting no truce or possibility 
of truce with it, and regarding it as impoverishing, 
vicious, demoralizing and fatal. 



Oeioher 14, 1876. 

If we have been fortunate enougji to find any atten- Pointe not jet 
live readers of our three previous articles on this subject, ^^^^^ ^**^*^' 
they will in all probability have noted several points on 
which we have not yet replied. We purpose on the 
present occasion to deal with these, or such as have • 
suggested themselves to us, and at the same time to 
reply to the only serious attempt which has been made 
to traverse the position we have taken up. 

One of the first points which suggests itself is this : Beserve for 
—How do we know that a reserve of 25,000,000 yen will'^'^P** ^^ 
be sufficient to meet a double drain coincident in 'point qf^^^^^' 
time ? That is to say : . 

1. — ^A drain for export to liquidate an adverse balance Cauaea of 
of trade. ^ '^^j^^^' ^^ 

2. — A drain for internal use originating in a possible ■^^^®* 
loss of confidence in the Government paper, or in other 
causes. 

It is not enough that the country should be safe in Precautiona. 
the event of either one of these contingencies occurring 
alone. It must be safe even though both should occur 
together. 

It must be observed at the outset that the effect of Fluctuation of 
such drains, although identical as regards the metallic n^ney contaiua 
reserve, are essentially different as regards the cur- ^ ^^^ '^™ ^* 
reney. When a drain for intenial purposes takes place, 
no diange occurs in the volume of the currency. So 
many coins take the place of so much paper — that is all. 
But when a drain for export sets in, it is clear that by 
exactly the amount of coin exported is the volume of the 
currency decreased. Now the tendency of a decrease in 
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the volume of the currency will be to check a drain. 
The longer such drain goes on, the less likely is it to 
continue, in consequence of the increasing diminution in 
the volume of the currency. It must be borne in mind 
that the relations between the commodities and the 
money of any country depend upon the quantities of 
both. In other words, the prices of commodities depend 
d d th ^P^^ *^® quantity of money circulating. This quantity 
q^Sity of "^ * of money, therefore, can neither be increased nor dimi- 
nished without altering the relations which exist between 
money and commodities, unless, of course, the commo- 
dities themselves are increased or diminished to the 
same extent. Given, an increase of money, but no in- 
crease of commodities, and prices rise, i.e., money 
becomes less valuable : given, a decrease of money, but 
no decrease of commodities, and prices fall, i.e., money 
is more valuable. It is obvious, therefore, that the rise 
in prices which takes place under an inflated currency 
and leads to an export of gold, has its converse in the 
fall of prices which follows a contraction of the currency 
and attracts the gold back again. It may, therefore, be 
predicted with entire certainty that under a convertible 
paper system no drain could go on very, long, and it is 
most important to remember that a currency founded on 
this sole sound basis, becomes self-regulating, calling in 
the gold when the economical conditions demand it, and 
parlmg with it when nothing but benefit results from 
the outflow. Nothing resembling the drain we have 
seen during the past six years could possibly occur, even 
supposing there were gold enough in the country to 
permit the repetition of it. This drain was the immediate 
and inevitable result of the issue of an inconvertible 
currency necessitated by a state exigency of the first 
order, and we can only be too thankful that the injury 
it did to the country has been confined to the very 
reparable one of the extrusion of its gold. Had the 
Revolution lasted two years longer, nothing could have 
prevented the fearful misery which attends the wholesale 
depreciation of an inconvertible currency ; whereas the 
contraction of the total currency of the Empire caused 
by the outflow of the gold, has served to keep the paper, 
generally speaking, at par. 

Another point here worthy of remark is, that any 
legislation which would have the effect of encouraging 
the home manufactures, without resorting to a system 
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of protection by tariffs— an expedient which no wise 
economist would for a moment suggest in the present 
state of the world's knowledge on this subject — specially 
deserves attention. The distress existing in this country Distress gr«at 
is very much greater than is generally imagined. In 
former times the castles of the daimios^ scattered here and 
there throughout the country, were centres of distribution 
from which flowed in all directions small streams of 
wealth which brought employment, remuneration and 
content to the surrounding inhabitants. The wheel or 
shuttle of the manufacturer was busily employed in 
furnishing materials which were consumed in the little 
local court maintained by my lord and ladyw The smith, 
the joiner, the mason, the carpenter, the tailor and 
sandal-maker, the silk-weaver or maker of brocades, and 
the many tradesmen of all occupations whose labour 
onee found a market at the castle, or among the host of 
retainers quartered near it, now find but scanty occupa- 
tion and poor recompense. The productions of many of Labour channels 
them have been superseded by foreign goods, the exces- diverted. 
sive importation of which has been stimulated^ by this 
very currency which is itself the sign and measure of 
much human misery. The contraction of the currency Foreign 
will do something to revive the industry and restore the interconree 
prosperity of these people, by discouraging excessive ^^^ 
importations of foreign manufactures, and thus bringing with the 
back the gold with which the country has been compelled state of thing*, 
to part. We can be satisfied with no commercial rela- 
tions between this country and om-selves which do not 
bring to it as great a measure of advantage as it yields 
us. Do not let us flatter ourselves that the Japanese 
are collectively the happier for our presence here, or 
that we are absolved from the duty of pointing out 
remedies for the distresses it has produced. Granting 
that the time had come when foreign intercourse could 
no longer be avoided ; granting that the isolation which 
preceded it conduced to a false and wholly artificial 
civilization, the inherent weakness of which was proved 
by its fall when brought into contact with our own; 
granting, too, that the country, if wisely and economi- 
cally governed during the next ten years, will be 
restored to its former content, besides being endowed 
with a thousand new blessings^ for which, in its old 
condition, it could never have hoped; — ^granting these 
things, we say, it is still certain that its future will be 
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more or less prosperousi and its vitality, power and 
accomnlated wealth increased or diminishedy as its 
commercial legislation is based upon more or lesB 
sound economical principles. 
Uncertain The second kind of drain from the Treasury yAnch 

dAmand for ^^ might have to face, and most certamly to fear, is 
2^^||[^^' that arising from the presentation of an uncertain pro- 

portion of the paper for exchange into specie. Now, the 
paper currency of a country is of two kinds, active and 
passive. The active portion is that which is demanded 
for the ordinary every-day operations of its commerce 
and trade. The passive part is that which is retained 
by individuals for reasons either of frugality, pcursimony, 
apprehension of the future, or the love (A hoarding for 
AcUTe currency, its own sake. There is abundant reason, however, for 
believing that the active portion of the currency here 
bears a very large ratio to the passive portion. For 
some years we have seen the currency floating at, or 
about par ; and we have lately seen it rise to an e]^ra* 
ordinary premium — ^not, indeed, perhaps, over the vAiole 
counfary, but certaiilly over the most commercially active 
portion of it. To suppose or fear that there is danger of 
any serious quantity of the paper demanded by the busi- 
ness of the country being brought to the Treasury to be 
exchanged for specie, is to believe that men will put 
themselves to serious trouble and expense for no advan- 
tage and to no purpose whatever. It is not in human 
nature to do this here or elsewhere ; and we may rely 
that if there is a return to specie payments, the time 
fixed for which permits of that gradual strengthening of 
the confidence of the people in the promise and 
solvency of the Government which the interval would 
natunJly produce, the quantity of paper so brought to 
the Treasury, or Branch National Bank, or whatever tiie 
centre of disfaribution may be, will be eidkremely smalL 
PasuTe In regard to the passive portion, we ought to be 

cowency. prepared for its being considerable, as all ignorant and 

frugal people are incurable hoarders. Yet, while so 
prepar^, we need not greatly fear a heavy drain on this 
account, for the reason that, as stated in one of our 
previous articles, gold, silver, and paper float currently 
to our certain Imowledge, at precisely equal values in 
one of the great provinces and may fairly be presimied 
to do so elsewhere. Why should men who can now get 
gold or silver for their boarded notes, by meiely pseaent- 
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ing them over an exehange oonnter, and yet who do not 
do 80, form an altogether new resolution on the subject 
whoa the danger of disappointment, fox from being 
inereased, is greatly dimimshed? There can be little 
reason to fear that ihey will do this. 

There is still one point which must be forcibly im- A unit of cur- 
presaed <m the Japanese Government in case it under- ^^^^ esaentiaL 
takes, after ample deliberation! the change we advocate. 
In oar third article on this subject, we stated, among the 
neeeraary conditions of the measure, that the future unit 
of cur^Qkcy '* should be produced in quantities large 
enough for the purposes of the foreign trade." But we 
want more than this. There should be as Uttie delay as immedute 
the nature of circumstances admits, in the conversion gj^®'*^^'. 
into this currency of all bar silver or Mexican dollars ^ ^^' 
imported for that purpose. And here the example of the 
American Grovemment in regarded to the Trade Dollars, 
may well be followed. The Government made such 
arrangements that any applicant for a quantity of this 
coin is suppUed with it, out of a large stock kept for the 
purpose, directly his own bar silver is assayed and 
valned. He has not to wait until the silver he tenders 
is eonverted into the coin he requires, but the coin is 
handed to him the moment the Ii^t is satisfied that he 
has given the equivalent of what he demands. There 
are no practical difiGicuIties in such a course, and it is 
certain that, unless adopted by the Japanese Govem- 
msaoit abundant discontent would arise out of the 
relations between the Mint and the public. 

There is still one reason worth a few words, and BniUon reMrv« 
worth a great deal more thought, why the Finance ^JJI^^J^, 
Minister diould never be satisfied until he has carried iture. 
the great point we have urged on the Government, i.e. a 
retom to specie payments. So long as we have an 
inoonv^rtible currency, the reserve of bullion in the 
Treasury affords a perpetual temptation to other Minis- 
ters who are the Heads of Departments, to draw upon it 
for the service of their branches of the administration. 
The Minister of War, of the Navy, or Public Works, or 
PnUio Instruction knows there is a large sum of money 
lying practically idle, and thinks it veiy hard that a slice 
ot it cannot be spared for some very desirable improve- 
ments in his own department. The Minister of Marine 
refases to accept all his responsibilities unless a couple 
ot koa-elade are added to the Navy, the War Minister 
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caxmot do without several batteries of Erupp guns, the 
Public Works without some costly building out o£ all 
relation to the actual needs of the occasion, and so on. 
The Finance Minister may be ever so stem, but he 
cannot always withstand these applications, which will 
be made so long as there is a fund presumably disposable 
for such purposes. All this temptation should be taken 
away, and if any Department wants money, it should* be 
given from the revenue, or refused because the revenue 
will not permit of the appropriation. 
OTer-sangume Finally, we think it well to warn all sanguine cur- 

SScT^ rency reformers, or those who, agreeing with us, hope 

return to that everything will come right if this one great reform 

specie pajments. is only carried, that it is foolish and idle to hope more 
from it than it legitimately promises to yield. You 
cannot make a man rich by merely showing him how to 
manage his money ; you cannot increase the wealth of a 
state by simply adjusting its paper and metallic issues. 
The change to a convertible currency in Japan will not 
bring to every young lady's feet a handsome yoxmg 
nobleman with a large estate. It will not cover the 
country at once with roads and railways. It will not 
increase the revenue or diminish the expenditure — at all 
events by direct means. It will work no miracles, and 
human Ufe will present much the same aspect as it now 
presents. But it will give greater certainty to the 
transactions of every-day life; it will impait a new 
confidence to men in making contracts extending over 
lengthened periods of time ; it will incite to new enterprise, 
and vivify declining enterprise ; it will act to the home 
and foreign trade as governor and fly-wheel do to the 
steam-engine, regulatmg the amount of force at work 
and the application of that force. 
Objections to We now pass on to consider the objections to our 

w^dM^^ proposals made by a writer in the Hiogo News, who, 
though, as we think and hope to show, quite in the 
wrong, has still approached a serious subject seriously, 
and need nof be greatly reproached for a little harmless 
dogmatism. But before he says that such and such a^i 
asserted fact exists only in our imagination, that this is 
"a fallacy" and that "is wrong," he should certainly 
have taken greater pains to master the question at issue, 
and been more sure he had eliminated from his own 
conception of it, certain serious errors into which he 
has fallen. But we shall not affect to have been dis- 
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tnrbed by all this. There are only two questions worth 
discussing ; viz., is our currency in a sound or an un- 
sound state, and are the measures we have advocated for 
its reform such as wotdd approve themselves to sound 
economists ? 

The writer of the article, then, appears to have Position 
wholly missed the broad general position advanced by occupied ^y^« 
ourselves in regard to the Mexican dollar. The position ®"*^*** douar. 
is this : that the employment of a coin for the purposes 
of trade, which is wanting in the very first characteristic 
of a good currency, namely, the capacity of circulating, 
is necessarily fraught with injury to trade. It was 
pointed out that the large quantity . of silk sold to 
foreigners, had placed in the hands of the Japanese a 
l»*ge quantity of Mexican dollars ; that the circumstances 
of trade obviously required that the currency of the 
country should expand, but that in consequence of the 
non-circulation of the Mexican dollar, it could not 
expand. In. virtue of the course of trade, a large mass 
of coin had come into the hands of the Japanese, but, 
in place of passing freely into circtdation and augmenting 
the volume of the currency as a good currency would 
have done, they hung in suspension within the area of 
a square mile or something like it. It was further 
argued that the holders of this coin, which is thus 
useless for the purposes of internal trade, having to 
procure a currency possessing the property of circu- 
lating, had to sell their dollars to obtain that currency, 
and that the large mass of dollars thus brought for- 
ward for exchange, had raised the price of paper yen 
far above its normal or average value as measured 
in Mexican dollars, and that this rise in price was a 
loss to the producer — a position which is still main- 
tained. 

It must be admitted that the writer not only appears Misapprehen- 
to have failed in apprehending this simple position, but ^^^, .^ *^® 
has raised other questions which tend to becloud the P^^^^^ 
subject. Thus, as we understand him, he alludes to the 
rise in the value of the Mexican dollar as measured by 
the rate of exchange in London^ and proceeds to argue 
that if there had been a silver yen currency it would 
have risen in the same way. No doubt it would, 
although not to the same extent, but the faU in the 
value of the Mexican dollar as measured in paper yen is 
the main point to which attention is to be directed. It 
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is not necessary to clog this part of the subject by 
any reference to the foreign exchanges. 

There is some obscmity and want of logical co- 
herence in the article. Thus, after pointing out that 
gold coin has left the country and assigning certain 
reasons for it, which are partly right and partly wrong, 
the writer goes on to say that as the gold coin has 
gone away» we have now a currency of paper yen and 
Mexican dollars and ** nothing else," and then adds : — 

'' Under these circumstances the enormous recent 
demand for silk has brought out the peculiarities of the 
position with startling vividness." But if the gold had 
fwt gone away, the pecuharities of the position would 
have been brought out with equal vividness. For the 
same quantity of silk would have been sold, the same 
quantity of Mexican dollars would therefore have been 
brought into the market to be exchanged for the circulat- 
ing gold coin, and the pressure of the large mass of non- 
circtUaUng coin seeking exchange would have caused an 
appreciation in value of the circulating gold coin. 

The writer specially dissents from our view that the 
premium on paper represents a loss to the producer. He 
argues that the premium paid for paper represents the 
recent appreciation of gold over silver, for paper yen are, 
he says, *' practically gold." But it is quite certain that 
paper yen are not "practically gold." They are not 
convertible into gold, nor have they even any fixed value 
as measured in gold. Let us suppose that there is a 
heavy demand for imports. The Japanese dealers who 
wish to buy have to procure Mexican dollars to pay for 
them. How do they get these dollars ? By giving paper 
money to the silk and tea merchant in exchange for 
them. But what happens when the dollars are ex- 
hausted ? Then the dealer begins to buy gold with his 
paper, for the foreign banker will buy the gold against 
dollars. Now when paper money is thus seeking gold, 
the number of gold yen to be obtained for 100 paper yen, 
tends to become- less and less as the demand increases, that 
is, paper goes more and more to a discount as compared 
with gold. Are paper yen practically gold at such a 
time? Surely, not. And they are never, ** practically 
gold yen.'' The error into which the writer has fallen is 
that of forgetting that the paper yen is a circulating 
me£um continusJly varying in value, whether measured 
in gold yen, silver yen, or Mexican dollars. It has no 
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fixed relation to any one of these coins. Its ocmtinoal 
flactuations in value are inseparable from its character 
of being inconvertible and is a strong reason for a return 
to convertibility. But while this is clearly true, it is 
also true that it has a tendency towards a certain normal 
value, as measured in Mexican dollars, and this is caused 
partly by the fact that the volume of the paper money 
18 fixed, and partly by the fact that the amounts of paper 
money and Mexican dollars seeking to be exchanged for 
each other are not generally so much out of proportion 
as they have recently been. This normal or average 
point IS about 400, or 100 paper yen for 100 dollars. 
Sometimes the price is a little lower, sometimes a little 
higher, but, speaking generally, this is the normal or 
average price. There can be no doubt, then, that the CJonsequenoe of 
• recent heavy rise in the value of paper yen, as measured ^S^JJf *^^ 
in Mexican dollars, represented a loss real to the pro- 
ducer. In June last, for every 100 dollars worth of silk 
the producer could get 100 paper yen. Two or three 
months later he could get 98.25 only. And it does not 
settle the question to say that 98.25 would buy back $100 
again. The question he asks himself is this. Will the 
93.25 paper yen which I take with me into the country, 
buy as much labour and goods as the 100 yen did three or 
five months ago ? And the answer is clear : it will not. 

Under the present system periods will always be a circulating 
occurring when the native medium of circulation will be ^^ wanted, 
raised unduly in value relatively to Mexican dollars, no 
matter what that medium may be. What is wanted is a 
currency that will circulate among foreigners and natives 
aUke, and that, under such circumstances as have lately 
occurred, will pass otU of Yokohama and augment the 
currency in accordance with the demand of trade. True 
money is a generalised purchasing power; Mexican 
dollars are a particulansed purchasing power, and the 
basis on which foreign trade is conducted will be con- 
siderably enlarged and strengthened on tiie day when 
the Japanese silver yen becomes the recognised Inedium 
of payment. 



October 81, 1876. 

Part of the article on the Currency which appeared Further conn- 
in our last issue, consisted of a reply to certain objections d«»<iio» <>? sp- 
lurged by a writer in the Hiogo News, to our statement ^^^*^^ opinions. 



Digitized by LjOOQ IC 



44 00BBIBRCfV« 

of the oauBe of the recent striking rise in the value of 
paper money. In its issue of the 14th instant there is a 
second article upon the same subject, putting forth an 
opinion which had been already expressed in its former 
article. It is entirely at variance with our own, and we 
shall do the writer the fullest justice by presenting it to 
our readers in his own words. 

Doable standard ' We asserted on the other hand, our belief, that as the 
ofndtie* Japanese paper represented, in consoqaence of the double , 

standard, gold yen just as much as it did silver yen, the 
premium on paper against Mexicans really represented the 
premium on gold. We suspected that the Mall did not see 
to what a great — to almost an entire — extent the double 
standard was at the bottom of the mischief,' 

and further on in the same article, — 

* It, (i.e. the " Japan Mail ") will probably see in a while 
that the double standard is at the bottom of the mischief.' 

If, in using the word " mischief," the writer wishes 
us to infer that he regards the rise in value of Japanese 

Eaper money as an evil, he must allow us to say that 
is utterances on this subject are wanting in clearness, 
not to say consistency. In his first article, — and indeed 
in the very' passage we have just quoted — he contends 
that the premium on paper was really the premium on 
gold yen or Mexican dollars, the paper money being, in 
his opinion, " practically gold." The conclusion which 
(as we understand his firist article) he deduces from this 
is, that a producer who got 93.25 paper yen only for 100 
Mexican dollars, had nothing to complain of; in other 
words, no *' mischief or loss " had happened to him. 
Yet we find him now saying that the double standard is 
at the bottom of the ** mischief." 
Erroneoug The dominant idea in the writer's mind that the 

nature of '' double standard " is the cause of the rise in the value 

this aBsertion. ^f paper money, is wholly erroneous. 

If by "double standard" he means to imply that 
there are two metallic units of value in this country, 
either of which a creditor may, at his option, pay to his 
debtor, there is not the shadow of a foundation for such 
an opinion. In that spnse — and it is the proper sense 
of the term — ^there is no double standard in this country. 
The metallio legal tender is the gold yen ; the silver yen 
and its sub-multiples, are legal tender to the extent of 
10 yen only. This arrangement leaves silver yen in 
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massefl to find their market level. And it is more pro- 
bable that the expression is only a loose way of saying 
that there exists a gold coin called a yen, and a sUyer 
coin called a yen, and if this is so, we have no hesitation 
in saying that we agree with him as to the fact, while 
we wholly dissent &om the inferences which he draws 
from it in regard to the late rise in the value of paper 
money. 

Cleared from inaccuracies of expression, we think Oppcment's real 
his position will be correctly defined in the following P<»>*i<>n. 
sentence. 

' The existence of two coins made of gold and silver Bi-metaUism. 
respectively, but called " one yen,** is at the bottom of the 
rise in the value of paper money ; if one only of these 
coins had existed, the rise would not have taken place.' 

Let us suppose then that no silver coin called a yen if soldand paper 
had existed, but that the currency had consisted solely ^°^y» 
of gold yen and of paper money, purporting indeed to be 
yen, but not convertible into gold, and varying from day 
to day in its relations with gold, sometimes approaching 
to a parity of value, occasionally touching that parity, 
but more often 4, 5 or 6 per cent below it. And let us 
farther suppose that a large quantity of Mexican dollars 
had been received in payment for silk at a moment when 
paper yen was 5 per cent below gold. Under such a 
combination of circumstances a demand would set in for 
Japanese currency. But for which form of currencyi Demand would 
paper or gold ? For paper, and for these reasons : ^ '<>' P*P«r. 

1. Because paper yen, while a legal tender like gold, 
are yet cheaper than gold. 

2. Because paper yen are more easily transported, 
and circulate with at least as much facility. 

It is quite evident, that the demand would be for 
paper and that paper would, as a necessary result, rise 
in value and tend to approach par as compared with 
gold. The efficient cause of the rise in this case would 
be the demand for paper yen. Precisely the same thing 
would occur if the currency consisted solely of silver yen 
and inconvertible paper of lower value than the coin. 
The efficient cause of the rise in paper money, then, 
being invariable when either gold or silver is present, we 
hdd that it is the same cause that operates when both 
are present, namely, excessive demand. That certain 
evils do attend the existence of a gold coin and a silver 
coin each named a yen, we have no doubt, but we most 
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not now widen the area of the discussion by considering 
these evils ; sufiSce it to say that the writer in the Hiogo 
News has not shown that the recent rise in paper money 
is one of them. 

In all countries periods occur when mere currency is 
required than at others. In England, for example, at 
harvest time, an expansion of circulation almost invari- 
ably takes place. There is then a sudden increase of 
transferable commodities, and more instruments are 
required to effect the transfers. When the activity of 
business passes over, the currency again contracts. The 
whole operation occurs with as much ease as the dilata- 
tions and contractions of the pupil of the eye. The 
currency of this country, as at present constituted, is 
wanting in this expansile and contractile power. At a 
time when large quantities of silk are sold, the money 
paid for it is, if we may so speak, projected in the 
direction where it is wanted. But it never fulfils its 
errand. Before it has gone a mile its circulatory power 
ceases; it cannot mingle with the ordinary currency, 
which therefore remains fixed in quantity at the time 
when its quantity should be increased. It ought at 
such a time to be expansile, but it is not expansile; 
Causes thereof . it is of cast-iron. The same number of instruments 
exist, but with more work to do. And consequently 
the work is not so well done. The instruments of 
exchange are drawn away, by the temptation of a 
premium over Mexican dollars, from places where they 
are wanted to other places where they are more urgently 
wanted, and which are therefore willing to submit to a 
loss in exchanging the non-circulating coin. It is true 
that expansive power can be imparted to the currency at 
such a time by the intervention of the Government, 
which can draw off the superabundant dollars and sub- 
stitute tiie scarce paper, but such an intervention is 
necessarily clumsy and irregular. Or again, when the 
Mexican doUar falls to a certain point, relief may be 
obtained by turning them into silver yen^ but this opera- 
tion will not be entered into until the evil becomes 
extreme, that is, imtil the dollar has fallen to a discomit 
which mil cover the seigniorage and interest, and will 
yield a profit besides. Both these methods of procuring 
expansion are imcertain and jerky. Easy, natural, and ' 
rapid expansion can only be procured by the adoption of 
a single circulating medium. 



Bemedy. 
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The errors of the Hiogo News arise from two sources. 

1st' — The assumption that paper yen are " practically ^^^ erronu 
gold," " as good as gold," " represent gold," when facts 
show that it continuidlj varies in value with reference to 
gold. 

2nd. — The assumption that the " double standard is 
at -the bottom of the mischief." 

On neither of these points has he produced any proof. iMae and 

With regard to the operation of the Government in 55*^^"'![|^* 
supplying the market with paper money against dollars, ^f ui^^te ro- 
we cannot look upon it with the Hiogo Neics as a demption left 
voluntary depreciation of its own paper. There does '^^^^ ^^ '^ai- 
not exist in Japan any large store of paper money from 
which supplies can be obtained in exchange for coin. 
K there had been, — one such large store, or many small 
ones — they would have furnished the required extra 
quantity of paper, taking Mexican dollars in exchange, 
and the Government would have remained passive. But, 
there being no such store, or stores, the Government 
came forward to relieve the pressure. Depreciation of 
the paper money would ensue if the increased quantity 
were to remain in circulation, but it will of course be 
withdrawn as the price of paper falls. The paper cur- 
rency will thus gradually shnnk to its old volume, and 
the question of its ultimate redemption mil remain 
precisely where it was. 



Apnl 21, 1877. 

Towards the close of the last chapter of the Autobio- J. s. Mill on cor- 
graphy of Mr. John Stuart Mill, there is a passage which ^^^ ■cbemee. 
shows that the science of Political Economy, in as far 
as it deals with questions of currency at least, has not 
yet, even in England, wholly emerged from the militant 
stage. 

** In common I suppose with all who are known as political 
** economists, I was a recipient of all the shallow theories and 
*' absurd proposals by which people are perpetually endea- 
** Touring to show the way to universal wealth and happiness 
*< by some artful reorganisation of the currency." 

We shall run but small risk of error in assuming, 
that a very large proportion of these schemes propos^ 
to deal with that particular form of currency which has, 
from time immemorial, in all civilised countries, and in 
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some which are but partially eivilised, at one period or 
another, dazzled and blinded the mind of man. Few 
delusions have '* survived " with such inveterate persis- 
tence; it would be hard to name one that has been 
fraught with more pernicious effects to society than the 
delusion that " universal wealth and happiness " are to 
be secured by issues of inconvertible paper money. In 
modem times, it is perhaps rare to hear the doctrine 
pushed to this extreme : nevertheless it lurks in many a 
mind in some more or less modified form, ''Great 
Oovemments seize with avidity upon this form of 
currency * * ♦ ♦ and justify their practice by 
the help of ever^ kind of arbitrary and unscientific 
assertion." Russia, Austria, Italy, Turkey, and Spain^ 
are all suffering from the formidable disorder of incon- 
vertible paper money. 

** The fretting plague is in the public purse." In the 
other hemisphere there is the case of the United States. 
In the opinion of Professor Summer, nothing but the 
buoyant and youthful vigour of the Great Bejpublic 
has enabled it to bear up under the successive issues 
of inconvertible paper money with which it has 
been loaded, from the " continental " bUls of 1776, 
down to the ''blood stained greenback" of our own 
day. 

In the presence of facts like these, our readers, 
whether foreigners or Japanese, wiU hardly accuse us of 
exaggeration, when we say that the present position of 
the ^aper money of this country is a position of peril. 
For it has never yet, to our knowledge, been authorita- 
tively declared by any competent official, or body of 
officials — such for example as the Minister of Finance 
or the Privy Council — ^that the existing volume of incon- 
vertible paper money will not be increased in any form, 
nor although more than one budget has been published, 
setting forth a favourable condition of the national 
finances, has any declaration, so far as we are aware, 
been made by the Minister of Finance as to the footing 
upon which the existing issues are ultimately to stand. 
The outcome of a situation in which there is no policy, is 
likely* enough, before long, to be bad policy, and we can 
assure all who have interests at stake in the commerce 
d Japan, that the future action of the Government in 
reference to this question will not be, by any means, a 
matter of indifference to them. 
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In our former articles on this subject, we have con- Bases of ^reform. 
tended that the time has arrived for dealing with the 
whole system of the currency of this country in a broad 
and comprehensive manner. And it will be remembered 
that the leading propositions which we have maintained 
as embodying the proper basis of reform are these, 
via.: — 

1st. The Government should abandon the gold stan- suver standard. 
dard and should adopt in its stead the silver standard. 

2nd. That the Government should procure the intro- Japanese coin to 
dnction of their coin as legal tender at the open ports, ^ ^®fi^ tender. 
and as a necessary preliminary to this, that the manage- 
ment of the Mint should be placed upon a footing 
calculated to give confidence to foreigners in respect 
both to its ability to do all the work that may be required 
of it and to do that work well. 

8rd. That the Government should determine upon Definite poUcy 
and enunciate a definite policy in regard to placing the wspecting 
paper money issues upon a secure, an economical, and P^i^'* 
convertible basis. 

These reforms will, in our opinion, impart to the 
currency that elasticity in which it is now deficient ; 
they wUl place the transactions of commerce and of 
eveiy-day life upon an assured basis ; and they will 
effectually carry home to the minds of foreigners 
the conviction that the Government has set its face 
etedfastly in the direction of financial and economical 
reform. 

Our purpose, however, in this article is to deal ex- Perils of the 
cinsively with the question of the paper money. We^^^fif 
have said that the situation is a situation of peril, and in ^ ^^°' 
attempting to estimate its dangers it must be remem- 
bered that among foreign nations there are many bad 
examples and few good ones ; that the internal trade of 
the country has since the revolution been passing 
through a long and painful ordeal ; that there has been 
an all but entire collapse of the credit that formerly 
existed — ^that all, or nearly all the banks and financial 
institutions, whether of old or of modem date, have 
failed ; that the landed tax has now to be paid in money 
instead of in kind, necessitating as a consequence, either 
a large supply of circulating mediimi or an increased 
rapidity of criculation ; and finally, that there is un- 
doubtedly a widely diffused feeling of discontent fer- 
menting in the country. These are eircumstancea 
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pre-eminently favourable to the growth of unsound 
economical ideas: they are circumstances most likely 
to predispose the suffering body politic to have recourse 
to financial nostrums. 

Such being the present aspect of the question, it 
seems desirable, if only for the sake of our Japanese 
readers, to insist once more upon tiiis — that under any 
other system of paper money than one which provides 
that the notes shsdl at all times and immediately be 
convertible into coin, there can be no safety, — and also 
to point out that the circumstances of the country are 
most favourable for effecting a retreat from the quick- 
sands of inconvertibility to the sold ground of specie 
payments. 

It is obvious that steadiness of value is of first-rate 
importance in any circulating medium, and it is equally 
clear that any sudden increase or decrease in the 
quantity of that medium must necessarily cause fluctua- 
tions in its value. The quantity of money circulating 
in any country at any given time, bears, as a matter of 
course, a certain exchangeable relation to the existing 
commodities of that country, and any increase or 
decrease in that quantity must of necessity alter that 
relation — in other words, a general rise or fall of prices 
must ensue. We have an apposite illustration of this in 
the present position of the metallic circulation of this 
port and of the other treaty ports of China and Japan. 
The discovery of new and rich silver mines in the United 
States, and the demonetization of silver in Germany, 
caused an increased quantity bf silver to be thrown upon 
the market, and as a consequence, silver, both in its 
crude and manufactured forms, suffered a diminution in 
exchange value, just as any other commodity declines in 
exchange value when there is an increase of supply but 
no corresponding increase of demand. All of us know 
this, and most of us know it to our cost. And what has 
just occurred with regard to silver may occur at any 
time with regard to gold. Or, as is perhaps more 
probable, the converse may occur — ^the exchange value 
of gold may become appreciated. In point of fact it is 
the opinion of some competent judges — notably of the 
Government of India — ^that a rise in the exchange value 
of gold has already set in. Now these fluctuations in 
the exchange value of the precious metals are not 
advantageous. In the words of Mr. Mill| '' all variations 
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in the value of the circulating medium are mischievous ; 
they disturb existing contracts and expectations, and 
the liability to such changes renders every pecuniary 
engagement of long date entirely precarious." But evil 
as these variations in the exchange value of gold and 
silver unquestionably are, it is impossible to get rid of 
them, and as we have now the experience of many 
hundred years that they vary less than does any other 
commodity, we may be content to bear the inconveni- 
ences with which, &om time to time, the use of them is 
attended. 

But that any community should be called upon to inccmTertible 
bear the enormous evils and inconveniences which P^PJ* ^^'^^y^ 
necessarily flow from additions made to the circulating "^ «** ® ® • 
medium in the shape of inconvertible paper money, by 
whomsoever issued and on whatsoever plea, is a pro- 
position that will only be advanced by the ignorant and 
the fraudulent. That any body of men should have the 
power of opening, so to speak, a storehouse, from which 
they, at their pleasure or caprice, can pour forth money, 
freed from the ordinary conditions under which money, 
like other conmiodities, is usually produced; that they 
should either invest themselves, or be invested by 
others, with the power of (so to speak), creating money, 
is, as Mr. Mill, says, "an intolerable evil." Under 
such a system the degree of depression that may take 
place in tiie exchange value of the notes issued depends 
entirely upon the moderation with which those who 
have the right of issue may exercise their most 
dangerous power. So long as a paper currency is at Conyertibk and 
all times and immediately convertible into coin at the inconvertible 
pleasure of the holders, the variations in its value w^- 
can only move within those limits which bound the 
variations in value of the coin itself, but there is no 
necessary limit in the direction of depreciation to the 
variations in value of paper money not convertible into 
coin. 

It is nevertheless true that this simple, and it would Different 
seem self-evident proposition, has by no means received opinions 
universal assent in the past, and we are sorry to add S^^ iS^e j. 
that it does not receive it even now. At various periods 
there have been other theories of paper money afloat, 
and as some of these are not without supporters in our 
own day, we think it may not be iminstructive to 
glance at one or two of the more plausible. 
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Perhaps the most common is that which maintains 
that the value of inconvertible paper money depends 
mainly upon the credit of the issue, but a more specious, 
and consequently a more dangerous theory maintains 
that paper money cannot be issued in excess so long 
as the issuer retains in his possession some article of 
equal value to that expressed on the face of his promise 
to pay, such as land, Government securities, or bills of 
exchange. Both of these theories lose sight of the 
cardinal fact that the augmentation of the currency 
(commodities remaining unaugmented), lowers its value. 
But both have found at various periods and in diverse 
countries advocates of no mean ability. 

Benjamin Franklin was one out of many distinguish- 
ed men who supported the issue by the Government of 
the United States of the inconvertible bills of 1775 " on 
the faith of the Continent." To him, as to many others, 
it seemed impossible that the credit of the Government 
of the United States could fail to sustain the value of its 
paper promises. He did not perceive that if the imtru- 
menu of exchange are multiplied, while the objects of 
exchange are not multipUed in the same ratio it is 
impossible for any power, or any degree of credit, no 
matter how high, to preserve the original exchangeable 
relation between the two. And the ''faith of the 
Continent," we need hardly say, did &il to sustain the 
value of its inconvertible notes. The sequel is most 
instructive. When depreciation set in, as it very 
speedily did, the persons who refused to accept the notes 
at the same rate as coin began to be regarded as traitors 
to their country. At length Congress solemnly decreed 
that " whoever made a difference between gold and silver 
and continental bills should be deemed as enemies to 
the liberties of the United States." Nor was this aU. 
For five successive years legislative measures of the 
most stringent character were taken to arrest deprecia- 
tion, even military force was resorted to, but in vain. — 
In 1870 the bills were worth in coin 2 cents per dollar, 
and at last it was not rare to see them used in practical 
jokes. '* A barber's shop in Philadelphia was papered 
with them, and a dog, coated with tar and the biUs 
stuck all over him, was paraded in the streets." The 
effects of this most disastrous measure were thus 
summed up by Webster. " It has polluted the equity 
of our law8| turned them into engines of oppression and 
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wrong ; corrupted the justice of our public administra- 
tion ; destroyed the fortunes of thousands of those who 
had the most confidence in it; enervated the trade, 
husbandry and manufactures of our country ; and gone 
far to destroy the morality of our people." 

The other theory was tried on a large scale in Prance Law's icheme. 
under the regime of iHe Begent d'Orleans about the year 
1720. The projector of the scheme was John Law, and 
it is well known to this day as Law's Mississippi scheme. 
It ended by the expulsion of Law from France, the 
enormous depreciation of the notes, and a sarcastic 
couplet scrawled on the Regent's door having reference 
to some promise made by him, 

"Tu promets beaucoup 6 "Regent, 
Est ce en papier ou en argent P" 

Notwithstanding the disastrous result of this experi- Asrignats. 
ment, the theory was again tried in France. During 
the French revolution, notes called " Assignats " were 
issued upon the security of land. The result was the 
same. The notes fell at last to nearly a 80,000th part 
of their nominal value. Then it was tried in England. 
From 1797 to 1819 the Bank of England was restricted 
by Act of Parliament from paying its notes in specie. 
In this interval the Bank issued inconvertible notes in 
discount of good HIU only, but depreciation set in never- 
theless, and continued until the resumption of specie 
payment. 

These, and other cases that might easily be adduced, Test of paper 
show in the most conclusive manner that neither high ™^ ^.^ 
credit nor good security will avail to maintain the value ^th^^S^^e. 
of inconvertible paper money when issued in excess. 
There is one test and only one by which we can tell if 
paper money is or is not depreciated. Does it conform 
in exchange-value to the coin which it professes to 
present ? If it does not so conform, it is, as a matter 
of course, depreciated, and any addition made to its 
volume under such conditions must inevitably, no mat- 
ter how good the security, or how high the credit of the 
issues, tend to further depreciation. Paper money, • 

upon the other hand, which is convertible into coin can 
never be depreciated or issued in excess. 

Now the peculiar dangers of the existing situation P'^nger of paper 
are that the paper money of Japan, as it at present *^ J^P"*- 
rtandsy does not rest upon a specie basis, so that any 
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additions made to the quantity upon the present footing 
must necessarily have a tendency to depreciate the 
currency, and that, in consequence of the absence of 
any fixed principle of regulation, the door is left open 
for experiments in currency, a state of things which, as 
history shows, is only too likelv, sooner or later, to 
prove an irresistible temptation. We are therefore 
most anxious to see Mr, Okuma (who is, we believe, 
earnestly bent upon financial reform), make an official 
recognition of the well known and most salutary 
economic principle, that the only secure foundation for 
a paper currency is that it be at b31 times and imme- 
diately convertible into coin at the pleasure of the 
holders, and enunciate a plan of action by which that 
most desirable end may, without delay, be secured. 

And ^e are of opinion that the circumstances of 
the country are such as to favour a policy of this 
nature. In the Jirst place there is already in the 
Treasury much more than the mere nucleus of a 
metalhc reserve. The quantity we believe to be about 
sixteen millions of yen, though it may probably have 
been somewhat lessened by the expenses incurred in the 
present war. This sum is lying there quite idle, and it 
is plain that this is a sheer waste of force. . At 12 per 
cent — ^the ordinary rate of interest — it would bring in a 
considerable revenue. It is clearly uneconomical to 
have such a sum in a dormant state ; it is equally clear 
that there is much danger of its being ultimately dissi- 
pated if it is not applied to some definite purpose. And 
to no purpose can it be more fitly applied than to that 
of a reserve for the paper money. It is true the quantity 
may be insufficient. In that case there are two very 
obvious courses open. The first is to raise a loan to 
make good the deficiency, the second is to fund a certain 
portion of the notes. Secondly, It is evident that the 
quantity of paper money now afloat is not greatly re- 
dundant, for its exchange-value as compared with gold 
tends more and more to approach an equality — an 
incontrovertible evidence that the excess is moderate* 
Further, we have some reason for believing that the 
sum total of paper money afloat is considerably less 
than is generally supposed. Thirdly, The expanding 
trade of the country, and the change in the method of 
collecting the land tax necessarily cause a greater want 
of circulating medium. The exchangeable commodities 
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are constantly increasing, but the quantity of paper 
money remains the same, hence the value of the paper 
money tends to become appreciated, tends to approach 
to a parity with gold. Commerce, as the phrase is, 
** grows up " to the currency. Now these are circums- 
tances most favourable to a return to specie payments. 
There is a considerable reserve fund on hand, the re- 
dundancy of the currency is slight, and the increasing 
wants of commerce are continually abating that redun- 
dancy. 

But there is yet another argument for the return to Bedemption 
specie payments. It will not be forgotten that when ^^^^^ 
the Government originally issued paper money the notes years. That 
contained a promise of redemption in thirteen years, promise should 
These notes have now, for the most part, been caUed in ^ ^®P*- 
and exchanged for what are termed the '^ Frankfort " 
notes, which bear no such promise. Nevertheless it is 
clear that it concerns the honour and dignity of the 
Government to keep that promise. The close of the 
thirteen years has not yet arrived, and there is ample 
time left for devising the details of a poKcy having for 
its object a return to specie payments. 

" England," says Professor Summer " is the only Paper money 
country which after falling into the use of inconvertible ^^^ ^'*"^" 
depreciated paper has returned to specie payments save 
through bankruptcy.'' In two years more the United 
States will, we trust, have vindicated their honour. 
"Why not Japan ? 

CHAPTER m. 

Shortly after the compilation of this work had been A general view 
conunenced, H. E. Okuma, ex-finance minister, andfljia^^*"^ 
member of the supreme council of state, issued a 
pamphlet of thirty pages entitled ^' A general view of 
financial policy during thirteen years (1868-80) : " pur- 
porting to give, in the form of a summary, the receipts, 
expenditure, surplus, and reserve fund for that period. 
This document contains much matter of importance 
and it will be properly introduced here and followed by 
those comments upon it which have so far been publish* 
ed by the foreign journals. 



Digitized by LjOOQ IC 



S6 OUBBENOY. 

A GENBKkL VIEW OP FINANCIAL POLICY 
DURING THIRTEEN TEARS 1868-80. 



Address to the The Reports on the Estimates and on the Final Accounts 

prime minister, as well as the Annnal Reports of the Minister of Finance 
which have been from time to time presented supply ufficients 
detailed information with respect to' the national finance to 
give a complete idea of wbat it has been during the thirteen 
years which have elapsed since the Restoration. Most of 
these Reports, however, deal only with a single financial year 
or some special measure, and the explanations they contain 
are con6ned within these particular limits, so that they do 
not present a connected account of what has preceded or 
followed. Any one therefore, who desires to understand the 
character of our fioancial policy since the Restoration must 
take the trouble of consulting all the Reports which have 
appeared during the whole of this period. Having been 
honoured at one time with the post of Minister of Finance, 
and since then presided over the direction of our financial 
policy as a member of the Cabinet, I have been induced to 
compile a short history of what has been done since the 
Restoration, adding at the same time some scattered observa- 
tions on the principles upon which various measures were 
adopted, to which I have given the title of "General View of 
• Financial Policy during Thirteen Years." This I now have 
the honourto lay bo fore your Excellency, in the hope that it 
may be found of use in forming a clear idea of the measures 
carried out during that period. 

November, 1880. 

(Signed) OKUMA SHIGENOBU, 

Councillor of State, 

H. E. SANJO SANEYOSHI, 

Prime Minister of State, 



A GENERAL VIEW. 

General view of The national finances are not only necessarily influenced 
the finances. by every reform initiated by the government, but also receive 
a shock from every calamity which befalls the country. They 
are in fact intimately affected by every thing which happens. 
It is of importance, therefore, in seeking to understand the 
character of our financial policy during the thirteen years 
which have elapsed since the Bestoration, to look back upon 
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the reforms made in our institutions and the numerons 
misfortunes which have befallen us during that period. 
Amongst the former three most important reforms carried Beforms. 
oat by the government have been the abolition of the 
Shogunate and the establish men of the Sovereign's authority, 
secondly the abolition of the feudal system and the creation 
of a central administration, thirdly, the release of the heredi- 
tary military class from the functions hitherto attributed to 
it, and the conversion of their pensions into government 
bonds. By these reforms institutions which dated from six 
centuries back were removed, and in the space of little more 
than ten years a revolution was accomplished to which the 
history of no other country can furnish a parallel. On the Disasters, 
other hand three gmve misfortunes have befallen us during 
the last thirteen years, firstly the war of the Restoration 
against the Daimios of the East and North of the country, 
secondly, the Formosan expedition and the complications 
with China, thirdly the insurrection in Kiushiu. The in- 
fluence of these reforms and misfortunes was not confined 
to the period which gave each of them- birlh, but extended 
over two or three subsequent years. In addition to them, if 
we reflect on the many smaller reforms and smaller troubles 
which have taken place, wo shall perceive that no year has 
been without disturbing effect upon out finances. 

In order to convey a clearer idea of the character of our Division of 
financial policy during the last ten years, I will divide the subjects, 
subject into seven headings, namely Revenue and Expenditure, 
Paper currency. National debt. Taxation, Banks, Government 
Assets and the genei-al condition of the country, dealing with 
them each in turn. If the facts set forth be carefully 
considered, the character of our financial policy during these 
ten years and mor^ of disturbing influences will be rendered 
evident, and it will be seen that, in spite of the difficulties 
that have constantly beset us, no efforts have been spared to 
apply effective emedies. 

I. — Revenue and Expenditure. 

The final accounts have been made up forthe yeai*s Revenue and 
beginning with 1868 down to the 9th financial year 1876. expenditure. 
The accounts of receipts and disbursements have been closed 
for the financial years 1877 and 1878, and the final accounts 
of actual income and expenditure can be roughly determined, 
bat as the date for the closing of the books for 1879 has not 
yet arrived, we cannot arrive at the totals, and we shall not 
take this year into our calculations for the moment. ' I 
proceed therefoVe to give a table showing the comparative 
BeYenue and Expenditure for the period beginning with 1868 
and ending in 1879. 
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Year. 


Revenue. 


Expenditure. 


SarpIoB. 


Deficit. 


1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1875-76 

1876-77 

1877-78 

1878-79 


Yen. 
33,080,000 
34,430.000 
20,950,000 
22,140,000 
50,440,000 
85,500,000 
73,440,000 
86,320,000 
69,480,000 
59,480,000 
52,440,000 
61,860,000 


30,500,000 
20,780,000 
20,100,000 
19,230,000 
57,730,000 
62,670,000 
82,260,000 
66,130,000 
69,200,000 
59,300,000 
48,530,000 
59,610,000 


2,580,000 

13,650,000 

8'50,000 

2,910,000 

22,836]000 

20,19*61000 

280,000 

180,000 

3,910,000 

2,250,000 


7,290,*()OO 

8,820,000 


...... 


Totel. 


649,560,000 


596,040,000 69,630,000 


16,110,000 



Pbper money 
and the snrplos. 



Formation of 
executive 
gfovemment 
and its cost 



Leaving a surplus of 53,520,000 for the 11| years. 

The object of the present memorandum being merely to 
give the salient facts of our financial history, all figures below 
10,000 yen have been omitted. They can be learnt by refer- 
ring to the original Reports. 

It will be seen from the preceding table that during this 
period of il J years there are only two years, namely, 1872 
and 1874,which show a deficit, while during the other nine 
the Revenue constantly exhibits a surplus, so that at the end 
of the period there is a total surplus of 53,520,000 yen. This 
sum has been transferred to the Reserve, in accordance with 
the established regulations, to form a fund for the redemption 
of the National Debt. 

A reference to the Report on the Final Accounts for the 
period beginning with 1868 and ending with the first half of 
1875 will show that during each of the first five years, namely 
from 1868 to 1872 an issue of paper currency took place. It 
must be remembered therefore that the surpluses shown in 
the foregoing tablo are due to the fact that the actual evenner 
during those five years being insufficient, paper currency was 
issued to meet the deficiency. 

During the years 1868 and 1869 the whole machinery of 
government had to be organized, while the war in the North 
and East was still raging. Although the year 1870 was on 
the whole quiet, the following year was marked by a great 
reform, the abolition of the Han and the division of the 
country into prefectures, and the business of the Executive 
enormously increased in consequence, the influence of which 
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was still felt in 1872. Thus tbe first five years were years of 

macb difficulty and labour for tbe State, and tbere was little 

time for considering whether the revenue was sufficient to 

meet all requirements. In 1872 too, the issue of paper money Issue of paper 

was stopped, and no addition was made lo the currency from stopped m 1872. 

that time until the insurrection of 1877.(^) For these reasons Until 1877. 

if we try to learo from the facts of Revenue and Expediture 

whether the government has been wise or extravagant, we 

ought to look at the Revenue and Expenditure of tbe 6^ 

peaceful years which succeeded. 

As appears from tbe foregoing table, five of tbe six and a ^gy^ ^ deficit, 
half years which succeeded to 1873 showed a surplus of Causes thereof. 
Revenue over Expenditure, and the year 1874 was tbe only 
one in which there was a deficit. The cause of this was not 
tbe ordinary business of government, but, as was explained 
in the Report on tbe Final Account for that year an extra- 
ordinary expenditure took place, consisting of tbe grant of 
7,650,000 yen to person who bad voluntarily surrendered 
their hereditary pensions, the payment of 1,500,000 yen on 
account of the Shimonoseki Indemnity and 3,180,000 yen the 
cost of the Saga insurrection and tbe Formosa expedition, 
together amounting to 12,330,000 yen. 

Summarizing, then, the results of the finance of these 6| Surplus in 6i 
years, we find that, deducting tbe 8,820,000 yen of extra- years, 
ordinary expenditure incurred in 187^ there is still a balance 
of 40,820,000 yen to tbe good, or an annual average surplus 
of 6,280,000 yen. 

In the beginning of 1877 the land tax was lowered by Land tax re- 
Imperial decree to 2| per cent upon the assessed value, duced in 1877. 
yielding at the present assessment a sum of 41,060,000 yen 
so that by this abatement of taxation the revenue of the 
government was diminished to the extent of over 8,200,000 
yen. Nevertheless the years 1877-78 and 1878-79 showed 
surpluses of 3,910,000 yen and 2,250,000 yen respectively. 
So that if that abatement had never been made, the average 

(1) KoTB. Altboagb an issue of paper money was made in con- Cost of Satsuma 
nection with tbe insurrection in Kiusbiu, tbe accoimts of tbe sup- rebellion omit- 
pr<^88ion of the insurrection have been made up separately and tbe ted. • 
paper monej issued at that occasion was not included in tbe income 
of 1877^ and does norconcem this table of Bevenue and Expenditure. 
This is the reason, iz discussing the foregoing table, for saying that 
no paper money was issued after tbe year 1872. If tbe Expenditure 
on the suppression of the rebellion had been included under Expen- 
diture for that year, it would have become necessary to set down 
under the bead of Beyenue the paper money issued and the loans 
contracted. In that case the Bevenue of tbe year in which this 
insurrection took place would show an additional surplus of 440,000 
yen, but it has been thought better to adhere to the form of the 
Annual Budgets and Beports of Final Accounts, and to omit the oost 
of its suppression from both sides of the Accoont. 
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sarplns of those two years wonid have been oyer 11,000,000 
yen. 

The causes which enabled the Government Revenue, in 
spite of the repeated calls made npon it by the gradual 
extension of the administrative system, to show such elasticity 
during the 6| years following 1873, were on the one hand 
the rigid economy practised by all departments of the admi- 
nistration in the performance of the services assigned to them, 
and on the other the annual growth of the yield of other 
taxes, in spite of the fact that no new ones of any importance 
were imposed and no addition made to those which already 
existed.(^) 

As shown already, the total surplus from 1868 down to 
the end of June of 1879 amounted to 53,520,000 yen, while 
the Reserve Fund at the beginning of the July 1879 stood 
at 50,900,000 yen. The surplus for the year 1876-77, 
amounting to 180,000 yen, 3,000,000 yen of that of 1877-78 
and 1,380,000 yen of the Reserve, were appropriated to the 
fund for redeeming paper currency (the amount involved 
being deducted). The balance of the year 1877-78, amounting 
to 910,000 yen, and that of 1878-79 had not yet been added 
to the Reserve, and deducting these from the total surplus 
of the 11| years, the Reserve at the beginning of 1879-80 
ought to have stood at 45,800,000 yen. The reason of its 
being stated at 50,900,000 yen is that the capital appropriated 
for the industries carried on by various government depart- 
ments, hitherto included in the year's expenditure, the tem- 
porary loans made to various companies, and the profit made 
on the Reserve Fund, were all placed to its credit. 

11. — Paper Cureenct. 

For some years after the Restoration, when the subjugation 
of the North and East, reforms in the system of government, 
foreign relations and the gradual organization of different 
branches of administration, demanded constant outlay, ' the 
government was unable to collect the whole of the taxes due 
from the former dominions of the Sh6gunate, now under ita 
own direct rule, and even had it been possible to obtain all 
the arrears, the whole would not have sufficed to meet even 
its ordinary expenditure alone. As the territorial nobility 
still continued to exercise the powers of government within 
their own districts, the Central Government was notable to 
obtain from them more than an annual contribution of about 
700,000 yen for military purposes. There was moreover a 
deficiency of capital in the country, and as only a very short 

(2) Note. The fact that no great addition was made to the schedole 
of taxes during these 6| years is fully explained in the chapter on 
taxation. 
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time had elapsed since the Restoration it would have been 
impossible for the government, during the first five or six 
years of its existence, to raise sufficient by way of internal 
loans to defray its expenditure. Under these circumstances, 
it being unable either to increase the taxation or to contract 
a domestic loan, while it at the same time desired to meet 
both the ordinary and extraordinary charges to which it was 
put both by the existence of civil war and the necessity of 
organizing for the first time a whole administrative system, 
a resort to the issue of a paper currency became absolutely 
unavoidable. The following table shows the amount of paper 
money in circulation during each year from 1868 to 1880 
inclusive, and the cause of its increase or decrease from time 
to time. 



Te«p. 



Total amount 
tn Circalatlon 



1868 

1869 

1870 

1871 

1872 

1873 

1874 
Jane of 1875 
" of 1876 
" of 1877 
" of 1878 
" of 1879 
" of 1880 



Amount not 
due to Iflsaes 
of the govt. 



Yen 

24.030,000 

48,000,000 

53,350,000 

80.430,000 

99,360,000 

97,660,000 

95,940,000 

94,800,000 

94,050,000 

94,050,000 

120,920,000 

113,420,000 

108,630,000 



24,930,000 
26,040,000 
25,190,000 
24,240,000 
23,720,000 
23,130.000 
23,130,000 
23,000,000 
22,920,000 
22,910,000 



Amonnt Increase In 
iastied b7 amonnt lamed 
the govt 'by the govt 



i>«c«»» to Inorease and 

^'^i_ decrease, 
iaaned by 

the govt 



24.030,000 
48,000,000' 
53,850,000 
55,500,000; 
73,320,000 
72,470,000 
71.700,000 
71,030,000 
70.920,000 
70,920.000 
97,920,000 
90,500,000 
85,770,000 



23,970,000 
5.850,000 
2,150,000 

17,820,000 



27,000,000 



850,000 
770,000 
620,000 
160,000 



7,420,000 
4.730,000 



It will be observed, on considering the figures above given, Paper only 
that while there was a gradual increase in the amount issued issued under 
by the government during the five years beginning with 1868, pr^Mure. 
until at one time.it reached some- thing over 73,000,000 yen 
there was a gradual annual decrease during the four succeed- 
ing years (1873-1876), and that though it suddenly roso in 
1878 to over 97 millions, the years 1879 and 1880 show a 
decrease again. From this it can be seen that though the 
government under the pressure of unavoidable emergencies 
has for' tfie moment issued fresh paper money, it has always 
applied itself, the emergency once passed, to reducing the 
amount again, and that it has never made an addition to the 
currency for the purpose of meeting its ordinary require- 
ments. 

I will now briefly recapitulate the chief necessities which Neoessitiet of 
caused the issae of paper money by the government. The the government, 
largest issues during these 13 years took place on three 
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In early jean 
ivreniie very 
inadequate. 



Cauget thereof. 



oooasioDS namely, firstly in 1868 and 1869, secondly in 1872 
and thirdly in 1877-1878. In 1868 when onr institutions 
were being established amid the din of civil war the whole 
of the Revenue from ordinary sonroes amounted to no more 
than 3,660,000 yen and the government was driven to add to 
its income by borrowing from Native and foreign mercbants. 
The loans thus obtained together with the monies banded 
over by the Shogunate, and fines or gifts from the Daimios^ 
amounted barely to 5,380,000 yen, or a total from ordinary 
and extraordinary sources, of about 9,040,000 yen. On the 
other hand, its extraordinary Expenditure during this year 
reached the enormous figure of 25,000,000 yen, leaving a 
deficit of 15,900,000 yen.(S) This was the cause which forced 
them to have recourse to the issue of paper money. 

In 1869 the civil war was still proceeding, and the 
ordinary revenue was only 4,660,000. By loans from native 
and foreign merchants, and the recovery of sums left in the 
treasury of the Shogunate, the whole revenue ordinary and 
extraoi^inary was brought up to 10,470,000 yen, while the 
total of ordinary and extraordinary expenditure was 20,780,000 
yen showing a deficit of 10,310,000 yen. It was this that 
rendered necessary the further issue of paper money. The 
year 1872 was the year after the abolition of the Ban and the 
redivision of the country into prefectures, and the adminis- 
trative sphere was correspondingly extended, causing the 
ordinary and extraordinary expenditure to be increased to 
57,730,000 yen in all. It was not found possible, however to 
collect all the revenues which had hitherto been enjoyed by 
the DaimioSy and the income from ordinary and extraordinary 
sources did not exceed 32,610,000 yen, leaving a deficit of 
25,200,000 yen, partly met by an issue of paper money to the 
amount of 17,820,000, which still left a deficit of 7,280,000 
yen. In 1877-78 when the rebellion in Kiushiu took place, 
the ordinary revenue was of course insufficient to defray 
the extraordinary expenditure. The revenue of that year was 
52,440,000 yen and the ordinary expenditure 48,530,000 yen, 
giving a surplus of 3,910,000 yen, but the charges for the 
suppression of the rebellion reached the enormous figure of 
41,560,000 yen, and thus a further issue of paper money 
became imperative. 

In considering the history of the several issues necessitated 
by the causes stated above, it must be remembered that the 



(8) NoTB. The amount of this deficit was arrived at year after 
when the final accounts were made up, but does not represent the 
actual state of the exchequer at the time, which was actually far 
worse, and thus the ascertained deficit does not exactly correspond 
to the figures above given of the amount of paper money issued in 
that year. 
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Iftrgest amonnt first reached, namely 73,820,000 yen took 
place when the districts nnder the direct role of the govern- 
ment were confined to what had heen the territory of tho 
Shognnate, the Han not yet having been abolished, and 
secondly, jnst after the abolition of the Ban^ before the 
government was able to collect the revennes previously paid 
to the Daimios. After the year 1873, when the government, 
having abolished the Han and sabdivided the country into 
prefectures, had more or less perfected the administrative 
system, no paper money was issued, except during the 
rebellion year. The year 1872 is therefore the year of 
the first maximum, and 1877 - 78 that of the second 
maximumL* 

When the first paper money was issued, it was the Birst intention 
intention of the government to redeem the whole within 18 ^^^ regard to 
years, but owing S> the continuance of the war in the North 'Ademption, 
and East during 1868 and to the inhabitants of the chief cities 
being unaccustomed to the use of paper money, as well as to 
other causes, it fell to an abnormal discount (as compared 
with gold and silver), being depreciated at one time as low 
as 55 per cent. The government was therefore forced to Measures adqpt- 
establish a fixed rate at which it would be accepted in payment ^ to pevent 
of taxes concurrently with coin. In 1869 the government depreciation, 
determined to take effectual measures for bringing it up to 
par, and in June of that year rescinded the decree making 
the paper currency redeemable in thirteen years, announcing 
that it should either be redeemed in coin by the end of 1862, 
[Probably a misprint for 1872— Ed. J. O.] or if that were 
not done, that interest at the rate of 6 per cent should be 
paid upon the whole amount in circulation. It further 
notified its intention to abandon the issue of a further large 
quantity of paper money which had been contemplated, and 
to destroy the machinery that had been erected for that 
purpose, and further that any one found offering a discount 
npon paper money should be fined. From this time the 
credit of the currency increased with the stability of the 
government, and no one hesitated to accept it. The 13 years Bonds issued in 
daring which it was to be in circulation having thus been exchange for 
diminished to five, its stability constantly improved, until in l^n^tsu. 
the year 1873, the five years' term having been passed, the 
government in fulfillment of its promises, and with the object 
of contracting the circulation, issued the '* Bonds in Exchange 
for Einsatsu,*' by which they undertook to pay 6 per cent 
interest on all amounts of paper currency which might be 
ofEered in exchange for these Bonds. But as the credit of 
the paper currency was daily improving, while there was a 
generfld need of capital for carrying on business, there was a 
Tery small demand for these Bonds. Daring the next four 
jmxBf that is op to 1876| a oosstant decrease took plaoe in 
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the amoant of paper money in circalation, nnfcil the oat- 
break of the Satsnma rebellion in 1877 necessitated the 
Bedemption of additional issae of 27 millions of jen. In 1878 a scheme 
entire debt in was adopted for the amortization of every species of pnblic 
28 years. ^j^bt in 28 years, the redemption of the entire paper currency 

inolnded. 
Object of bonds. The "Bonds in Exchange for Kinsatsu " bear interest at 
the rate of 6 per cent, per annnm payable in gold, and they 
are to be redeemed within fifteen years at par, also in gold. 
The plan was intended to combine two advantages ; firstly, 
when the rate of interest fell below 6 per cent in gold owing 
to an excess of paper money in circalation, the holders wonld 
be at liberty to exchange them for public bonds, while the 
government would be enabled to withdraw enough paper 
money to maintain the circalation at an amount suitable to 
the requirements of the country ; and secondly whenever the 
paper currency fell below par, the holders wonld be able to 
obtain Bonds of which the interest was payable in specie. 
But owing to the fact that the rate of interest since the 
Restoration has averaged over 10 per cent, the first advantage 
sought for by the creation of these Bonds was not attained, 
and the number of applicants for them was so few, that the 
amount issued scarcely exceeded 2,200,000 yen. Of late 
years, owing to the depreciation which has taken place in 
the value of the paper currency, the number of applicants has 
increased, and Bonds have been issued to a further amount 
of somewhat over 2,700,000 yen. 

The history of the issue of paper money since the Restora- 
tion, with the causes that led to it, has now been narrated. 
It now remains to inquire, by comparison with the expendi- 
ture of all kinds, whether this paper money issued during 
the last 13 years, and now forming a part of the liabilities 
of the government, is to be looked upon as having, been 
employed to meet ordinary charges, or whetlier it has been 
applied to the payment of war expenses. This question will 
be fully discussed with the aid of the figures under the next 
heading, that of National Debt. 

III.— National Debt. 

National debt. ^^^ ^^^ instance of the issue of Bonds by the government 

for the purpose of raising a loan was the Foreign Loan 
contracted in 1870, although it had borrowed money on 
temporary loan from both natives and foreigners as early as 

Early loans. 1868. In that year it borrowed from its own subjects 
3,830,000 yen, and from foreigners 890,000, making a total 
liability of 4,720,000 yen. In 18(59 it borrowed from tlie 
Japanese people 810,000 yen and from foreigners 100,000 
yen, a total of 910,000 yen, thus incurring in the course of 
those two years liabilities to the amount of 5)630^000 yen. 
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Bat all of these were repaid by the year 1871. In addition 
to this, the government repaid by the end of 1875 over 
5,700,000 yen of foreign debt and 2,000,000 yen Domestic 
debt, amounting in all fo 7,700,000 yen, liabilities incurred 
by the Shognnate and the Daimios. The amount of national 
debt repaid by the government between 1868 and 1875, and 
which is consequently excluded from the statement of the 
active liabilities of the country at the present date, is no 
less than somewhat over 13,300,000 yen. 

The following table shows the variations in the total Gradual increase 
amount of the outstanding national liabilities from year to ^ debt, 
year (exclusive of the paper currency). 



Teas. 


Amocnt of unbedbeubd lubilitibs. 


Dec. 


1870 


4,880,000 


» 


1871 


4,880,000 


»» 


1872 


4,880,000 


» 


1873 


31,540,000 


f) 


1874 


37,410,000 


June 


1875 


47,480,000 


9> 


1876 


54,870,000 


» 


1877 


2*2,170,000 


" 


1878 


254,320,000 


t 


1879 


249,890,000 


» 


1880 


249,360,000 



The maximum was reached in 1878, since which year ther® Maximum in 
has been a gradual decrease. The great increase during the 1^78. 
years 1873 to 1876 is due to the new Foreign Loan, and to 
the recognition of the liabilities known as the " Old " and 
" New " Domestjc Debt." The increase in 1877 is owing to 
the creation of the " Pension Bonds ** and the loans con- 
tracted to meet the expenses connected with the suppression 
of the Satsuma rebellion, that of the year 1878 to the 
** Industrial Works Loan " and the issue of Bonds to former 
Shinto priests in place of their pensions. 

The Amounts given in the foregoing table are obtained How made up. 
by adding together the public debts of all kinds, the desig- 
nations, amount i*aised and objects of which are briefly stated 
as follows : 



1. Old Domestic Debt, issued in 1873.. 

2. New Domestic Debt, issued in 1873 

Total , 



10,970,000 yen. DomesUo debt; 
12,410,000 „ 



23,880,000 yen. 
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These were debts incarred by the DamdoSf the reepon* 
sibility of which was assnmed by the government after the 
abolition of the Han^ when the government undertook their 
liabilities as well as the administration of their territories. 

Fteiaioii bonds. 3. Voluntarily Capitalized pension Bonds, 

issued from 1874 and after 16,560,000 yen. 

4. New foreign Loan 1873 11,710,000 „ 

5. Capitalized Pension Bonds 1877 173,630,000 „ 

6. Bonds issued to ez-shintd priests 1878 ... 420,000 „ 



Total 202,320,000 yen. 

These liabilities arose out of the commutation of the 
hereditary pensions formerly enjoyed by the nobles, the 
military class and Shinto priests. Had this reform not been 
eflected, the annual expenditure must have continued to be 
forever burdened with a charge for pensions much lareer 
than the interest which has to be paid on the forgoing 
descriptions of public debt. By it these perpetual hereditary 
pensions were converted into a public debt redeemable at a 
fixed period, and the interest does not constitute any addition 
to the annual charges for which the government is liable. 

Bonds for 7. Bonds in exchange for Kinsatsu from 1873 4,960,000 yen ^ 

comncj. ^ Yisa been explained in the preceding chapter, these 

were issued for the purpose of contracting the paper currency. 

Loans for public 8. Old Foreign Loan issued in 1870 4,880,000 yen. 



works. 



9. Industrial Works Loan issued in 1878 ... 12,500,000 



Total 17,380,000 yen. 

These loans were raised for domestic improvements, such 
as construction of railways, the improvement of harbours and 
roads, the dredging of rivers and other reproductive under, 
takings. 

fiatsama 10. Loan for the suppression of ) contracted | r /^v^ f^r^ _^^ 

rebellion km. the Satsuma rebeUion ... ) in 1877. A^»^^'^^ 7®°- 

Amongst the above enumerated descriptions of public 
liabilities some are debts incurred by the former Daimids, 
and others for which the government has become liable are 
the consequence of institutions bequeathed* to it by past ages, 
and some again were contracted by the government itself in 
order to carry on the administration. The whole may be 
divided into two classes, the first being debts which it has 
inherited from the past, the second debts actually incurred 
by the present government^ as follows :— 
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InhmUd from the pott. 



Ten. 
Old Domestio Debt ... 10,970,000 
New „ „ ... 12,410,000 

Yohmtarilj Capitalized 

PenmosiBQiidB 16,660,000 

Ountalized Pension 

Bcmds 178,630,000 

BondB given to ex- 

Shint6 Ftiests 420,000 

New foreign Loan ... 11,710,000 



Total 226,700,000 



Diyi8i0iiofdabt 



Inmrred by pre$ent gcverwnmt. 



Yen. 
Bonds in exchange for 

Einsatsn 4,960,000 

Industial Loan 12,600,000 

Old foreign Loan ... 4,880,000 
Loan for sappression 

of rebellion 16,000,000 



87,840,000 



These two olasses of Bonds, A and B, 263,040,000 yen in Bonds divided 
all, represent the whole amonnt issued from time to time up' into two classes 
to Jnne 80th, 1880, the maximam amonnt held by the public 
at any time being 260,910,000 yen on the 80th Jnne, 1878. 
The amount redeemed up to that date was 6,590,000 yen ; 
subsequently a further issue of 2,180,000 yen took place and 
Bonds to the amount of 7,090,000 yen were redeemed. 

Class A includes six descriptions. Glass B four, and Class A. 
while the total of the former is 225,700,000 yen, that of the 
latter is but 87,840,000 yen. Glass B baring the proportion 
of about 16| per cent, to Glass A. Glass B, the amount of ^^^^^ss B. 
which was expended by the present government, divides itself 
into two categories, namely Liabilities incurred for improve- 
ments and those incnrred in order to supply deficiencies in 
Revenue. Under the first category come the Industrial 
Works Loan of 12,500,000 yen and the Old Fpreign Loan of 
4,880,000 yen, whHe the second comprises the Loan made for 
the suppression of the Satsuma rebellion, 15,000,000 yen, and 
the Bonds given in exchange for kinsatsu, 4,960,000 yen. It 
appears therefore that the amount actually spent by the 
government is limited to these last two items, which come to 
but 19,960,000 yen out of a total of 268,040,000 yen of 
public debt, or about 7.6 per cent, of the whole. To resume 
these figures in a few words, it appears, then, that the debts 
inherited by the present government from their predecessors 
are 85.8 per cent of the whole, and the proportion actually 
incurred by themselves is but 142 per cent, of which 6.6 
per cent has been devoted to reproductive improvements, the 
absolute irrecoverable expenditure being but 7.6 per cent. 
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Fwepc&b of I bave tlias stated the canses of the contraction of all 

paper mon^. pnblic liabilities and the manner in which the proceeds have 
been employed, with the exception of the paper cnrrencj. I 
will now proceed to discoss the natare of the purposes to 
which this paper cnrrencj, which also forms a part of the 
national liabilities has been put, and demonstrate that it may 
be regarded as having been issned solely to meet an extra- 
ordinary military expenditure. 
Subject to A certain portion of the whole amount still remaining in 

reduction by circulation can be cancelled by means of the Reserve Fund 
reserve fund. accumulated in the national treasury, and this quantity must 
first be deducted. Secondly, the paper currency now in cir- 
culation, which was issued in exchange for the paper of the 
Hon, constitutes a Han debt inherited by the present govern- 
ment, and not an addition to the circulation for which it is 
itself responsible. This amount therefore must also be 
deducted. (^) The balance remaining after these deductions 
have been made alone is to be considered as having been 
issued by the government, and on inquiry whether it exceeds 
the extraordinary war expenditure during these 13 years, we 
find the following results. 

Amount of the reserve June 30th, 1880 ... 61,320,000 yen. 
Han Satsu for which the government became 

liable 19,460,000 „ («) 

Amount actually The total of these two items, 70,780,000 yen, represents 
issued by paper money not issued by the government, and when 

P*®!^* deducted from the amount in circulation June 30th, 1880, 

government. namely 108,680,000 yen, leaves the amount actually issned 
by the present government at 37,900,000 yen. The -extra- 
ordinary war expenses incurred by the government from 1868 
down to 1880 are as follows : 

Proml868tothefirsthalf of 1875 ... ... 12,940,000 yen. 

1877, Satsuma Rebellion 27,000,000 „(«) 

(4) Non. The reserves kept by the flan' to meet their paper 
currency werehanded over to the present government and the 
amount of these reserves must of coarse be deducted, the balance 
being what the government has become responsible for. 

(6)NoTB. 22,910,000 of Hem Satsu in circulation, minus the 
reoerve handed over to the government, amounting to 8,450,000 yen 
gives this remainder. 

(6) NoTB. The expenditure for the Suppression of the S(Utwna 
rebellion was something over 41,000,000 yen, but part was defrayed 
by means of a loan, which has been already accounted for in the 
Chapter on National Debt, and only that proportion of the expen- 
diture which was defrayed by the issue of paper currency need here 
be stated. The war charges during those 13 years were by no means 
limited to the amount here nven, but spread into many other 
branches of expendituroi and I have merely summed up what 
appears under that heading in the general expenditure of each year. 
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The total of the war expeditare is 39,940,000 yen, and War 
oomparing this with the amount of paper onrrenoy after the eipenditnre* 
Beserye and the amonnt of Dcnmios paper jnonoj have been 
dednotedy we find that the war expenditure exceeds the issue 
of paper money to the following extent : — 

War expenditure 1868-1880 89,940,000 yen. 

Paper onrrenoy in ciroulation whioh may be 

recpBurded as of purely govt, issue ... 37,900,000 „ 

ExoesB of war expenditure over issue of paper. 2,040,000 yen. 

It may fairly be said therefore that the paper ourreney JmoB of paper 
which forms part of the public liabilities, issued by the gOT« not made at 
emment during the last 13 years, has been applied to meet nndom. 
an extraordinary war expenditure, and has not been put forth 
at random to supply deficiencies in the reyenue and to meet 
the normal expediture. 

The following table severally shows the increase and Table of d«bt. 
decrease of the Domestic and Foreign Debt : — 



Tear. 


Domestio Debt, (ezolu- 
■We paper eunauy.) 


Foreign Debt. 


Deo. 1870 





4,880,000 yen. 


n 1871 




4,880,000 „ 


n 1872 





4,880,000 „ 


„ 1878 


15,440,000 yen. 


16,1«0,000 „ 


„ 1874 


21,800,000 „ 


15,610,000 „ 


Jane 1875 


33,000,000 „ 


14.480.000 „ 


„ 1876 


40,710,000 „ 


14.160,000 „ 


„ 1877 


228.770,000 „ 


13,390,000 „ 


„ 1878 


241,690,000 „ 


12,620,000 „ 


„ 1879 


238,070,000 „ 


11,820,000 „ 


„ 1880 


238,860,000 „ 


11,010,000 „ 



It will be seen from the foregoing that the Domestic Maximum debt 
Debt reached its maximum in 1878, and has since shown a in 1878. 
tendency to decline, while the Foreign Debt attained its 
higheet point in 1873, the year when the New Loan was 
contracted, and that it has decreased with every sucoeediog 
year. This is owing to the efficient measures taken by the 
government for preserving its credit by providing for the 
amortization of Debt. Deducting the Reserve maintained by 
the government for the purpose of redeeming the public 
liabilities and various loans made by it to private under- 
takings, we find that the total of the public liabilities, 
induding the paper currency as well as the dubt proper, has 
varied from year to year in the following manner. 
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TiUe of debt 
minus reserre 
andloana. 



Natianal Banks. 



Defidency of 
capital. 



Effect of poli- 
tical reform. 



Abolition of 
guilds. 



Great want of 
capital. 



Tear. 


Total NMtaial DebL 


ReMrre&Louu. 


Ddit Umii Rtwm 
andLoaoB. 


Dec. 1870... 


58,230,000 




68.230,000 


1871... 


85.310,000 




85.310,000 


„ 1872... 


104,240,000 


26,280,000 


77,960,000 


1873... 


129,200,000 


32,730,000 


96,470,000 


„ 1874... 


133,350,000 


28,910,000 


104,440,000 


June 1875... 


142,280,000 


37,540,000 


104,740.000 


„ 1876... 


148,920,000 


37,720,000 


111,200,000 


„ 1877... 


363,220,000 


47,090,000 


316,130,000 


1878... 


375,250,000 


58,360,000 


315,890,000 


„ 1879... 


363,320,0<)0 


58,390,000 


304,930,000 


„ 1880... 


358,040,000 


68,630,000 


299,410,000 



This table shows that the maximnm of. public indebted- 
ness was reached in 1877, and that daring the three 
succeeding years of peace a decrease took place to the extent 
of 16,720,000 yen, and that since the scheme for the 
diminution of debt was adopted in 1878, with the intention 
of totally extinguishing it in 28 years, this plan has been 
strictly adhered to, while every effort has been made to 
practise economy in expenditure. 

TV. — Banks. 

When at the Restoration the policy of maintaining 
relations of amity and commerce with foreign powers was 
frankly adopted, and the pablic mind became re-assured, one 
of the first facts which struck those who gave their attention 
to the development of production and trade, was the 
deficiency of circulating capital, and it was found adsolutely 
necessary, owing to^ a variety of circumstances which shall 
be briefly touched upon, to establish banks as a means of 
facilitating the circulation of money. 

The effect of the political reforms made after the Restora- 
tion was not confined to the administrative systems, but their 
influence was generally felt throughout the social fabric and 
chiefly in commerce and manufactures. Under the old rdgime 
there had existed guilds which enjoyed a monopoly of trade, 
and these were at once abolished as being opposed to the 
principles of political economy. A spirit of free competition 
at once arose, and the old merchants and manufacturers 
suddenly lost their credit, so that for a time all dealings on 
credit carao to an end, and purchases could only be made for 
ready money. An immense pressure upon the circulation 
of money was the result, and the want of capital became 
sorionaly felt. In consequence also of the abolition of the 
Han and subdivision of the country into prefectures, the 
8a/murai ceased to hold their former offices, and the trade and 



Digitized by LjOOQ IC 



NATIONAL BANES. 71 

manafactorea which had hitherto been prohibited by the 
iDstitations thus done away with, lost credit in consequence, 
which wa8 an additional canse of the pressure thrown upon the 
circulating medium. The effects of these changes were felt 
in a lively manner from 1868 down to 1873. 

Although under the old system money could be remitted Old qrstem. 
from one place to another by the agency of the branch 
establishments maintained by the larger merchants of the old 
r^me in different parts of the country, the oonyenience 
was limited to three or four of the principal cities, while at 
the same time most of the Bavndos had appointed large 
merchants to be their agents, who transported the 'produce 
of the Daimios* territories to the chief commercial centres 
and disposed of them there. These men therefore were Keoeaiity for 
generally applied to by any one who had a remittance to banking BjMtem. 
make, and when the abolition of the Han in 1871 brought 
with it as a natural consequence the disappearance of these 
agents, this medium for making remittances was lost to the 
people. It became necessary therefore to establish banks 
which should undertake this business of making remittances. 

The government for these reasons encouraged the estab- Government 
lishment of banks, and two or three companies which bore a encooragement. 
certain resemblance to banks were actually started. But they 
were not formed upon a satisfactory system, and the con- 
sequence was the promulgation of the National Banks Law 
in 1872. In 1873 the First and Fifth National Banks com- 
menced business, followed by the Second and Fourth in 1874. 
But during 1873 and 1 874 some of the wealthiest merchants Financial crisis, 
in Japan (such as Ono and Shimada) closed their doors, and 
a large number of smaller houses were dragged down by their 
fall. Distrust took hold of the public mind and commercial 
credit was injured. Owing to this and other causes the 
money market became very tight, and the government was 
eventually compelled in 1877 to establish a fixed legal rate 
of interest. 

About this time (that is in 1876 and 1877) took place the Commatation of 
commutation of the hereditary pensions of the military class pension bonds, 
into Public Debt Bonds. Now this class, beyond the functions 
which had appertained to it under the regime that had passed 
away, was ignorant of the ordinary means of gaining a liveli- 
hood, and now being suddenly released from those functions, 
was greatly in danger of falling into a state of indigence and 
perhaps into pauperism, unless some calling could be found 
for its members. The government consequently, with the Banks estab- 
object of finding a means by which the military class could liahed for benefit 
tarn their Public Debt Bonds to account in obtaining a ^M^"°^**^ ' 
livelihood, and moved also by the want of circulating capital ^ 
in the country and the general tightness of money, adopted 
ft plan calculated to coiSer a doable benefit, the principle of 
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ouBumcnr* 



Namberof 
banks arismg 



which was the establishment of national banks by the military 
class, on the secarity of the Pablic Debt Bonds held by them. 
By this measnre it was hoped that a way of gaining their 
livelihood would be thrown open to the nulitary class, while 
the money market wonld be relieved. 

Of the National Banks which originated in this manner 
those which date from before 1875 owe their existence to the 



^^ ^^uS^ enterprise of the ordinary mercantile class, while those which 

^J^jJSriae^ ^^^ foanded in 1876 and afterwards were chiefly established 

by the military class. The following table exhibits the date 

of the establishment of the various banks, their number and 

ci^ital.(7) 



Tear. 


Nnmber. 


Capital. 


Deo. 1873 


2 


8,000,000 


„ 1874 


4 


3,450,000 


„ 1875 


4 


3,450,000 


„ 1876 


5 


2,550,000 


.. 1877 


28 


23,156,100 


„ 1878 


126 


87,081,100 


„ 1879 


153 


40,796,100 


„ 1880 


152 


41,921,100 



Effect on rates The origin of the establishment of the National Banks 

of interest. ^^s as has first been explained, and now in order to show the 

effect which their establishment has had upon the rate of 

interest, I add a statement of the rates changed by the Mitsui 

firm, showing the rise and fall during the last few years. 



Interest ruling 
yearly from 
186Stol879. 


Date. 


On loans of 10,000 


yen and upwards- 










1868 


14 per cent. 




1869 


13J 






1870 


13.8 






1871 


14 






1872 


13i 






1873 


12.8 






1874 


12i 






1875 


12.3 






1876 


12 






1877 


11.3 






1878 


Hi 




• 


1879 


11.2 


» 



(7) Non. — All banks which obtained licenses to start are includ- 
ed ixrespeotive of whether they have actually started or not 
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It was the high rate of interest from 1868 to 1872 and 
1873 that demanded the establishment of banks, and the 
lower rate since 1877 shows that their establishment has not 
been devoid of inflnence. 

As I have stated in the previous chapter npon the paper Intention to 
currency, the total amount of paper currency issued by the l*°^it note iEBae^ 
government and in circulation in 1875 was 94,000,000 yen, 
and the capital of the banks then existing was about 3,000,000 
yen, so that the government paper currency and the notes of 
the banks together amounted to about 96,000,000 yen. 
Under these circumstances the government's intention was 
to raise the banking capital to 40,000,000 yen, and to main- 
tain the amount of paper-money in circulation at about 
126,000,000 (the government paper money amounting to 
94,000,000 yen and the issue of bank notes to 32,000,000). 

But in 1877 a rebellion unfortunately broke out in Kiushiu^ Satsuma 
and to meet the war expenditure necessitated, the government rebellion com- 
had to issue 27,000,000 yen of paper money. This raised the peUed increaM 
amount in circulation to a figure somewhat in excess of what ^' government 
had been contemplated when the national banks were estab- P*P^* 
lished, but the government did not put a stop to the estab- 
lishment of additional banks, resolving rather to contract its 
own circulation. This was effected by an alteration of the 
previous scheme for the reduction of debt, and paper money 
to the amount of 9,160,000 yen was withdrawn during the 
two years 1878 and 1879, it being calculated that in this way 
the whole additional issue of 27,000,000 yen made in 1877 
would be withdrawn within six years. (^) 

Not only has the establishment of banks provided every Beneficial effect 
part of the country with facilities for making remittances, of the banks, 
but it has imparted a great degree of energy to commercial 
transactions and profitable enterpnses, while it has aided the 
military class in providing itself with the means of livelihood, 
as every one can perceive who is personally acquainted with 
the general condition of the country. 

v.— Taxation. 
Previous to the Restoration each Daimio possessed inde- Taxation, 
pendent administrative power in his own territories, and it 
naturally followed that the system of taxation, both as regards 
the trouble of collection and the relative severity of the 
burden on the tax-payer, differed widely in different parts of 
the country. Even in the territories of the Sh6gunate the 
taxes levied under various designations were extremely nu- 
merous. For the first few years after the Restoration the Abolition of 
government made no changes of importance in the system large number 
bequeathed to them by the Shdgunate and the Daimtos^ but of taxee. 

(8) KoTB* For details, see Scheme for the Bedemption of Debt. 
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Articles taxed 
in 1874 and 
1880. 



Division of 
taxation. 



in 1873 it commenced to carry oat the reform of the land 
tax, and in 1875 abolished over a thousand descriptions of 
miscellaneous taxes which had been levied under the former 
regime, and from this time the whole people were brought 
under a uniform law of taxation. 

The following statistics afford the means of making a 
comparison between the number and varieties of tax in 1874, 
the latest year in which the system inherited from the Shd- 
gunate and Daimios was followed, and in 1880, the latest 
year since its abolition. 

Number of varieties of tax in 1874 1694 

„ .. „ „ 1880 49(«) 

Although these 1540 odd kinds of tax were abolished, it 
must be confessed that they were part of a troublesome 
system, and yielded very small amounts, so that even if they 
had been retained the national revenue would not have 
benefited to any important extent, while their exaction would 
have excited a feeling in the minds of the people that they 
were being oppressed. These were the reasons that led to 
the abolition of the miscellaneous taxes in 1875. 

At the present time there are 49 varieties of tax, which 
may be classed under 19 principal categories, as follows : 

Customs Duties. 

Land Tax. 

Mining „ 

Companies „ 

Shooting Licences. 

Licences to Horse and Cattle dealers. 

Tax on Weights and Measures. 

Copyright fees. 

Passport & other licence fees. 

Druggists' licences. 

Attorneys' licences. 

Ship and boat tax. 

Vehicle tax. 

Tax on Produce of the Hokkai-do. 

Tax on alcoholic Liquors. 

Tobacco excise. 

Stamps. 

Postag'e Stamps. 

Stamps on ruled paper for petitions. 

(9) NoTB. The nnmber of varieties of tax in 1880 is 1545 less 
than it was in 1874. The number of varieties here given is ta^en 
from the statement in the notification by which the miscellaneous 
taxes were abolished, but some amongst them were the same under 
the different names. Supposing however that this was the case 
with one hsM, we have still 700 or 800 for the number of different 
kinds of taxes under the old regime. 
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Oat of these 19 species of tax the land tax is the most Land tax. 
important, bearing to the whole taxation of the country the 
following proportion ; in the financial year 1879-80 the whole 

amonnt of taxation was 54,550,000 yen of which the 

land tax yielded 41,900,000 yen or a trifle less than eight- 
tenths. This shows that the principal revenne from Taxes 
is derived from the land. As I have before observed, previous 
to the abolition of the JTan, every Daimio had his own system 
o! levying taxes, and there were astonishing differences 
between the rate at which the land tax was levied in different 
parts of the coantry. The heaviest rate was -^ of the annual 
quantity harvested by the peasant, 0®) the lightest being -^ 
of the produce. Between these there were various other 
rates, such as ^, -^j -|%» so that there was a great want of 
uniformity in different localities. The land was measured by 
cho and tan, but the area of these measurements also varied 
more or less in different places. These variations were 
perhaps unavoidable under the feudal system, but when the 
whole country was brought under the authority of a single 
government, it was impossible to continue to subject the 
people to inequalities. This was the reason why in 1873 the 
government undertook the reform of the land tax. 

The principle of this revision was as follows : The Principle of 
average was taken of the actual yield during 6 years, and '®^i«io»« 
valued at the average price obtained during the same period. 
This being taken as the profit on the land, furnished a basis 
for calculating the capitalized value of the land itself, and the 
land-tax was fixed at 3 per cent on this value. It was also 
enacted that a resettlemeot should take place every six 
years. (^^) If this arrangement be translated into the language 
of the old system, it would be equivalent to '*-^ to the lord 
and ^ to the cultivator," so that compared with the heaviest 
rates under the old regime it amounts to an abatement 
of ^ or iixC^) ^^^ apart from the care taken to assess the 

(10) NoTB. It may perhaps seem that with a division of the 
produce in the rate of ^^ to the lord and ^ to the cultivator, the 
latter oould hardly be able to exist, but theie were various coonter- 
halancing facts, such as the measurement of the land being under- 
estimated {satpanobijt so that the hardship was not so great as this 
proportion might Ic^ one to suppose. 

(11) Note. Full details can be learnt from the " Land Tax 
Berision Law." 

(12) NoTB. It must be remembered that the average price of 
rice upon which the revision of the land tax was based was about 
4 jen 20 sen a hohu, whereas the price to-day is over 10 yen. If 
we were to take the average present price, to be 9 yen, and the rate 
at which it was taken for the revision to be 4 yen 20 sen, and compare 
the actual amount realized by the cultivator with that which he 
pays to the government, we should find the proportion to be about 
" fis to the <mltivator and -^ to the lord." In the comparison made 
above of the old and new systems, the benefit of the unaasessed 
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Desirabilitj 
of farther 
redaction. 



Increase in 
other aoorces. 



value of the land with exaotneBS, diSerenoes of opinion with 
regard to the Talae arose ont of Tarioos oomplieated oir- 
camstanoes, and, in oonformitj with baman nature, no great 
amoant of gratitade was felt bj the peasants for this lighten- 
ing of their bnrden, while those on whom the taxes happened 
to bear a little heavier than before gramUed loadly and 
angrily, and even to this day peasants now and then present 
oomplaints of the assessment being unfair. 

Althongh the land tax had been revised in this manner, 
the government still felt that it was nnjast to make the pea- 
sant alone bear the burden of heavy taxation, reoognizing the 
fact that he was restrained from fully developing his pro- 
ductive powers, they adopted the principle of gradiuJly 
abating the land tax, while increasing other taxes, so as to 
remedy the unequal incidence of taxation. In 1877 they 
consequently made a further reduction in the land tax to the 
extent of one-sixth. ^ 

In consequence of this abatement the loss to the revenue 
was about 8,200,000 yen. But faithful to the principle of 
lightening the land tax and increasing other species of tax at 
the same time, they have made an annual increase in the 
latter, as is shown in the following table. 



Bedaction of 
number of 
articles taxed. 



Tear. 


Costoms Daties. 


Tax (not land nor 
oastoms). 


1868 


720.000 


420,000 


1869 


500,000 


540,000 


1870 


640,000 


450,000 


1871 


1,070,000 


430,000 


1872 


1,330,000 


460,000 


1873 


1,680,000 


2,720,000 


1874 


1,490,000 


4^390,000 


1875 


1,710,000 


7,120,000 


1876 


1,980,000 


6,710,000 


1877 


2,350,000 


6,110,000 


1878 


2,350,000 


8,670,000 



Although the amoant produced by taxation has increased 
year by year, no addition has been made to the number of 
species of tax since the abolition of the JJan, but on the 
contrary a decrease has taken place, as shown below. 

lands and lax measorement of the old system was taken into aoooont, 
and the real proportions taken by the lord and the cultivator were 
stated ; the nominal division of -^i to the lord and -^ to the cultivator 
was not made the basis of comparison. If this be done, aiul aUowanoe 
be made for the onassessed lands and laz measurement, then 
the 1^ to the lord and ^ to the cultivator woald come in reality to 
about equal shares for each. 
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Tear. 


No. of smaller Bpedes of tax. 


1871 


1575 


1872 


1573 


1873 


1593 


1874 


1594 


1875 


42 


1876 


48 


1877 


48 


1878 


49 


1879 


51 


1880 


49 



As shown here, no great addition has been made to the 
kinds of tax, while an inoi^Dase has taken place in the amount 
raised hy taxation, which may lead to the sapposition that 
the rate of separate taxes may have been raised. This how- 
ever, with one or two exceptions, is not the case, but the 
increased yield is the result of a gradual tendency towards 
development of manu&ustures, intercommunication and trade. 

Irrapective of the decrease in the land tax, the gradual Annual increase 
annual increase in the government revenue derived from in revenue, 
taxes, is shown in the following table. 



49,710,000 yen. 
50,900.000 „ 
51,280,000 „ 
54,550,000 „ 



1877-78 rough final account ... 
1878-79 „ „ „ 
1879-80 „ estimate „ 
1880-81 „ „ 

We may conclude from these figures that the revenue 
derived from taxation is not decreasing, but on the contrary 
is on the increase. And from the fact that the principal 
cksses of tax are no more than 19 in number, it can be seen 
that the government firmly adheres to the principle of sparing 
and norsing the national resources. 

VI. — GOVEBNMBNT ASSBTS. 

I have now recounted the measures carried out by the Assets. 
government during the last 13 years and described its financial 
position during that period, and though on the 30th June 
1880 the national debt for which it is responsible, including 
domestic and foreign liabilities and paper currency (and 
deducting the amount of the reserve and of advances made 
to private undertakings) amounted to about 299,400,000 yen, 
its assets are worth a large sum. A part also of the annual 
expenditure and public debt has been converted into govern- 
ment property, as for instance the railways, telegraph and 
foctories of all kinds. The following is a rough statement of 
the government assets. 
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Govt. Forests (exdading the Hokkaido) ... 4,678 Sqoare BL 

„ Building Lands 91 do. 

„ Agriooltiiral Lands 2 do. 

,i Prairie Lands 126 do. 

„ Trees 2,226,650,000 

M Ship building Yards 8 

„ Arms Factories & Powder Mills 6 

M OllipS.** ••. •.• ••. ... ... ... ..• ol 

9, Factories 62 

M Liffht houses 85 

M Telegraph 8,658 Ri. 

„ Bailways 80 „ 

M Mines 10 „ 



Extra assets. 



Hokkaido. 



Besides the above there are a qaantity of honses and 
godowns, to say nothing of the Hokkai-do, having an area of 
5,860 square ri^ the nnmber of immigrants to which island 
increases annually, while its prodactions tend to develope in 
a corresponding ratio, though t is lAill far from being com- 
pletely broaght under cultivation, as the following statistics 
show. If its present rate of growth receives no check, it 
will one day rival the old country in the amount of its 
productions. 

Total area of the Hokkai-do 5,860 Square Bi. 

Area of cultivated ground and 

building land 10 do. 

Population 211,304 

in excess Although the government has calculated that the whole 

of liabilities. of the national liablities can be paid off in 28 years from 

1878 out of the annual revenue alone, it is evident that if a 

fair price were placed upon the above enumerated assets, they 

woqld easily suffice to redeem the 299,400,000 yen of debt. 

VII. — Condition op the Countby. 

Condition of In the foregoing account of our financial policy I have 

the country. frequently referred to the condition of the country as advanced 
by the undertakings of these thirteen years, and though the 
three great reforms briefly noticed at the commencement of 
this paper, the reform of the laws and the encouragement of 
industries have been by no means insignificant or few, I will 
merely cite those matters of which we can obtain a clear 
idea from numerical statistics. 
Telegraphs, At the time of the Restoration there was no such thing as 

a telegraph in operation, and for expresses the only available 
means were men or horses, but immediately after that event 
the government set to work to construct telegraphs, and the 
nation speedily awaking to its advantages, the total distance 
connected by telegraphs was increased by 1880 to 1,600 ri 
(4,000 English miles). All the most important towns in the 
country are now able to communicate with each other 
instantaneously. In 1879 we joined the International Tele- 
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graph Oonyention, and telegraphio oommnnioation with all 
parts of the world has since become an easy matter. Com- 
pared with the state of things 10 years ago, when the ignorant 
people cat down the telegraph poles and severed the wires, 
we seem rather to have made a century's advance. 

Pt^vions to the Restoration, with the exception of the posts Post office, 
sent by the Daimioa from their residences at the Capital to 
their territories, there was no regularly established post for 
the general public and private convenience. Letters had to 
he sent by any opportunity that occurred, and a single letter 
cost over 25 sen for a distance of 150 ri. But since the 
Bestoration the government for the first time established a 
general postal service, and in 1879 the length of postal lines 
was 15,700 ri (nearly 40,000 English miles), and a letter can 
at any time be sent for 2 sen to any party of the country. In 
1874 we entered the International Postal Convention, and 
have thus obtained great facilities for communicating with 
foreign countries. 

It was also this government that, after the Bestoration, for Bailwsjs. 
the first time constructed railways, and connected the chief 
open ports with the cities in their immediate neighbourhood. 
In 1879 over 30 ri (75 English miles) of railway were opened, 
and farther extensions have already been undertaken, while 
many of the people have come to recognize the conveniences 
they afford. 

Although there were lights upon the most important of the Lighthouses, 
headlands previous to the Bestoration, their construction was 
extremely primitive, and their illuminating power extended 
but a short distance. Their number, also, was small. But 
since the Bestoration European and American models have 
been taken, and 35 additional lighthouses have been con- 
structed, besides buoys and beacons, to say nothing of the 
numerous harbour improvements carried out. 

Japanese vessels of native build are in favour to those of Shipbuilding. 
European build in the facilities they afford for navigation. 
In 1871, 4 years after the Bestoration, the number of ships 
of foreign build was no more than 74, but the government 
encoun^ged their construction, and bv 1878 they reached 
377. The government has two ship-building yards, one yard 
for the repair of ships, besides which there is one yard 
for the construction of ships of foreign model aided by 
government and 2 or 3 private establishments of the same 
character. The number of vessels of native build in 1876 
was 450,000, and in 1878 had reached 460,000. 

From the time preceding the Bestoration until 1875 the Coast trade, 
coasting trade was entirely in the hands of foreigners, and 
Japanese had to travel by foreign mail steamers, fiut in the 
Utter year, by the aid of the government, a mail ship com- 
pany was fmnedi and the ooas^ig trade fell into the hands of 
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oar own people. This company now rang lines of stoaaneis 
to Hongkong and China, and is daily extending its bnsiness. 

Before the Restoration the employment of wheeled vehicles 
was ei^remely limited, bat after that event their ase was 
widely developed, and the nnmber of carts &c. has inOTeased 
year by year. In 1875 the nnmber that paid the tax was 
220,000, and in 1878 340,000. 

Since the Bevolntion the nse of steamers has daily increamd, 
and the Inland Sea, the lakes and larger rivers are now constant- 
ly navigated by small steamers employed in the carrying trade. 

As regards foreign trade, in 1869 the total amoant of im- 
ports and exports (1868 being a year of war, we take the figures 
for 1869) was 33,680,000 yen, and in 1879 64,120,000 yen. 
Imports had grown from 20,780,000 yen to 36,290,000 yen, and 
exports from 12,909,000 yen to 27,830,000 yen, in the one case 
showing an advance from 2 to 3|, in- the other from 2 to 5. 

In Education, ap to the Restoration the schools snpported 
by the Daimios and private schools were few in number, but 
since that epoch the edncational system has been vastly 
improved, with a resalting increase in the nnmber of schools. 
In 1878 of High, Middle and Primary Schools there wore 
altogether 27,600, with 68,000 teachers and 2,319,000 pnpils. 

Before the Restoration no progress had been made witii 
the colonization of the Hokkai-do, bnt since that event that 
daty has been entrastod to a Commission endowed with 
absolute powers, and the productions now exhibit a daily 
growing tendency to develope, postal communication has been 
established, fisheries and agriculture are encouraged, the 
number of immigrants has annually increased, and native 
merchants from the mainland, gradually appreciating the 
advantages, are extending their trade with the Island. 

In conclusion, I am convinced that if we reflect upon the 
facts, we shall not fail to admit that considering that the 
government has broken down the prejudices of centuries, 
abolished the Shogunate, resumed the fiefs of the Daimios, 
released the military class from its hereditary functions, com- 
muted their pensions, organized the army and navy, reformed 
the laws and institutions, and accomplished the numerous 
other results to which I have briefly alluded, all in the space 
of 13 years, the financial condition which I have described in 
the foregoing pages is not a bad result after all. 
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Thb Mowing review, embracing the several year's 
aceoonts referred to in tiie '' General View," appeared 
in the Jjopan Gazette of April 28rd and SOtii, 1881. 

THB FIHANOIAL POSITION OT JAPAK : 1880. 

His Excellency Oeuha Shiobnobu, a member of the h. e. Okonuu 
supreme council of state, chief controller of tiie exche- 
quer, and ex-n^inister of finance, has presented to the 
government, in the form of a pamphlet of thirty pages, a 
comprehensive summary of the financial (derations <^ 
the government since their accession to pover in 1868, 
styl^ ''A General View of Financial Policy during 
thirteen years (1868-1880).'* 

The uncertainty which prevails respecting the Unoertaintj 
financial status of the empire, ttie possibility erf of Japanese 
liq[uidation of the debt, and of a return to specie ^"*"^' 
payments by the eventual redemption of the fiat 
money formerly issued in discharge of liabilities 
incurred in excess of income, gives rise to a 
natural anxiety to ascertain the actual condition 
of afiiairs. Until a few months ago nothing had been Absence of 
pablii^ed but the annual estimates, documents which trustworthy 
were regarded with little interest. About June 1880, d<x^«n«ttts. 
a summary of the finances for eight years 1868-75, 
based upon ascertained revenue and expenditure, was ' 

published, showing a surplus of 46,904,000 yen. Want supplied. 
Bince then, the exact figures of the years 1875-76 
to 1878-79 have been published, and the work to 
which we now propose to refer at some length 
puiports to be a general review of the whole 
period. 

Hi» excellency opens with a brief address to the h. e. Okuma's 
prime minister, setting forth the reasons which induced opening address, 
the compilation of the summary. He explains that 
natiimal finances are affected by every disaster to the 
country, and benefited by every reform. In the 
first category he places the war of the restoration, 
the expedition to Formosa with its attendant Chinese 
complications, and the Satsuma rebellion. In the 
second category we find the abolition of the shogunate, 
the substitution (rf a centralised administration for . 
the feudal system, and the emancipation of the military 
dasscB from the peculiar duties formerly imposed upon 
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them, and the conversion of their pensions into 
government bonds. Receipts and expenditure are 
dealt with on the broad system of yearly totals, the 
final balance being called a surplus, and the surplus 
a reserve fund. This section shows a " surplus from 
1868 down to the end of June 1879," of 68,520,000 
yen : ** while the reserve fund at the beginning 
of the year 1879 stood at 50,900,000 yen ; a position 
of unusual prosperity for any country, and especiaUy 
so for Japan just emerged from the misgovemment 
of feudalism. These results are, however, materially 
qualified by the following statement: — "It must be 
remembered that the surpluses shown in the fore- 
going table are due to the fact that the actual 
revenue during those five years (1868-1872) being 
insufficient paper currency was issued to meet 
the deficiency." The remainder of the book is 
divided into chapters on "Paper Currency," " National 
Debt," "Banks," "Taxation," "Government Assets," 
The impression and "Condition of the Country." We shall find 
Vi*"^uJ^i ^* ^^^* convenient to take these in the order 
tocTsatc! g^^^^> but before^ dealing with its merits it is 

advisable to ascertain what opinion would be formed 
of the financial condition of Japan from perusal 
of this book by a person not well acquainted with 
affairs, and without means of referring to^ the detaOed 
statements said to be necessary to a clear under- 
standing of the results obtained. We venture to aver 
that perusal of H. E. Oeuma's book must create 
either a most favourable impression, or one of dis- 
trust and suspicion amounting to absolute disbelief. 
Snrpltises There can be no middle course. On one side 

opposed to there is an official statement showing eleven large 
^preciaUon annual surpluses and two deficiencies, the balance 
currency. ^ favour of the exchequer being somewhat greater 
tiian an ordinary year's income. On the other side, 
is the fact, not stated in the book, that the paper 
currency of the country, reduced in amount, has 
declined in purchasing value from par when its 
Object of issue was greatest, to 182 paper for 100 silver 

''reserve funcL'' when its issue is smallest; and, while a large 
surplus lies idle in the treasury as a '' reserve 
fund," maintained for the special purpose of pre- 
venthig depreciation of currency and othiBr govern- 
ment bonds, as explained by H. £• Oxuua to Mr. 



Digitized by LjOOQ IC 



ANNUAL Aocoxmrs. 68 

MouNSET, secretary of H. B. M. legation, at the close of 

1877. The most prominent difl&culty, therefore, is to Anomaly of 

reconcile the serious depreciation of government paper J^^Ji^^!^ 

with the declarations that the total issue is only i^j^^^^^"^^^^ 

108,680,000, and that the surplus revenue is 68,620,000, 

of which a sum of 61,000,000 is actually in the treasury 

as a reserve fund. Also, to ascertain why the expenses Omkaioa of 

of the Saga rebellion, suppression of riots, expeditions «^,?' SatBuma 

to Porm^a and Korea, ^d similar items are included ^^^»- 

in the general expenditure, while the far greater cost of 

the Sateuma rebellion is omitted. This omission is by Ezplanatioii 

no means explained by the note to part I, which reads : in«»ffi<ient- 

— " If the expenditure on the suppression of the rebellion 

had been included under expenditure for that year, it 

would have become necessary to set down under 

the head of revenue the paper, money issued and 

tiie loans contracted. In that case the revenue of 

the year in which this insurrection took place would 

show an additional surplus of 440,000 yen, but it 

has been thought better to adhere to the form of the 

annual budgets, and to omit the cost of its suppression 

from both sides of the account.*' This explanation is 

unsatisfactory for the purpose for which it is intended, and 

calls attention to a departure from instead of an adherence 

to the forms of the annual budgets by omitting therefrom 

the cost of one rebellion and including the expenses of all 

o^ers : also to the anomaly by which an addition of a 

heavy item of expenditv/re shomd increase the swrpltis by 

440,000 yen. With this we shall deal in its proper place. 

His excellency protects himself, but somewhat confuses 

the reader, by announcing ''that any one who desires 

to understand the character of our financial policy since 

the restoration must take the trouble of consulting all 

the reports which have appeared during the whole of 

this period." Unfortunately, reference to these reports Beferenoe to 

is scarcely possible, as few if any of the public possess ^"^^Ip*?'* 

or have access to them, ^ain, these documents require ^^"^ ounc'ut;* 

considerable knowledge of figures and of the modes of 

stating an accurate account;, to make reference useful. 

We propose, therefore, to partially supply the deficiencies Want lui^ed. 

in the work before us by first compilmg concise accounts 

explanatory of the table of revenue, expenditure, surplus, 

and deficit, set out in the first chapter, varying the mode 

slightly by caxzying to each account the balance of the 

prececUng accoimt. We begin with 1868. 
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1868. 



186a 



Becbd 


TS. 


ExpiNDrruBB. 


Lnid tax ... . 


.. 2,009,018 


Departmental ... 


1,675,773 


Cnstoms ... . 


.. 720,866 


Army and nayy... 


1,059,797 


OUier tezM... . 


.. 1,432,329 


Fa and ken 


938,221 


8yeofknds 


23,400 


Hereditary pen- 




Paper money 


.. 24,037,389 


aions 


294,965 


Louwnoeiyed . 


.. 4,732,482 


Loans made 


18,157,279 


Loans repaid 


.. 124,521 


Rebellion charges. 
Paid acoonnt 


3,474,328 






loans 


263,293 






Other expenses O 


4,636,344 






Balance 


2,580,000 




33,080,000 


33,080,000 



1869. 



1869. 



Becbtfts. 

Balance from 1868 
Land tax ... 
Cnstonui 
Other taxes... 
Sale of lands 
Paper money 
Loans received 
Loans repaid 



2,680,000 

3,355,963 

502,817 

1,175.570 

24,943 

23,962,610 

911,500 

4,496,597 



37,010,000 



ExpsHnrruBB. 

Departmental ... 
Army and navy... 
Colonieation 
Fa and ken 
Hereditary pen- 
sions 

Loans made 
Rebellion expenses 



Paid account 

loans 

Other expenses ... 
Balance 



2,424,858 

1,547,965 

564,062 

1,006,822 

1,606.922 
4.507,180 
2,315,640 



1,565,426 

5,241,125 

16,230,000 

37,010,000 



(1) " Other expenses " indude conatmction and repair of works 
rewards for meritorioiia services, " ordinary advances," debts of old 
government and foreign demandSf expenses of mines, telegraphs, 
lighthouses^ railways, factories, mint, making paper money, 
and interest. 
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Beoeipts 
Balance from 1869 
Land tax ... 
CoBtoms 
Other taxes... 
Sale of lands 
Paper money 
Loans received 
Loans repaid 



1870. 187a 

EXPENDITURB. 

16,230,000 Departmental ...• 2,847,440 

8,218,969 Army and nayy... 1,500,173 

648,453 Colonization ... 327,217 

1,544,495 Fn and ken ... 942,1 35 
310,000 Hereditary pen- 

5,354,512 sions 1,691,911 

4,782,400 Rebellionexpenses 1,227,413 

91,171 Loans made ... 661,678 

Paidacoonnt loans 2,344,068 

Other expenses ... 8,557,965 

Balance 17,080,000 



37,180,000 



37,180,000 



1871. 



Bbceifts. 
Balance from 1870 17,080,000 



land tax 
Customs 
Other taxes... 
Sale of lands 
P^per money 
Imns repaid 



11,340,983 
1,071,630 
3,605,500 
628 
2,145,487 
3,975,772 



39,220,000 



Expenditube. 



1871. 



Departmeotal ... 
Army and navy... 
Colonization 

Fu and ken 

Hereditary pen- 
sions 



Loans made 
Paid account loans 
Other expenses ... 
Balance 



2,789,678 

3,252,965 

353,679 

625,749 

1,779,741 

95;529 

835,873 

1,471,193 

8,025.593 

19,990,000 

39,220,000 



BEGEffTS. 



1872. 



Balance from 
Land tax 
Customs 
Other tax^... 
Sale of Lands 
Paper money 
Loans repaid 



1871 



ExPENDrrUBB. 



1872. 



19,990,000 

20,051,917 

1,331,560 

5,984,902 

69,191 

17,825,444 

5,176,986 



70,430,000 



Departmental 
Army and navy. 
Colonization 

„ loan. 

Fa and ken... . 
Hereditary pen 

sions 
Riot expenses 
Loans made 
Other expenses 
Balance 



4,518,596 
9,568,389 
547,950 
2.500,000 
7,149,634 

15,307,063 

3,637 

1,665,224 

16,469,507 

12,700,000 

70,430,000 
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1891. 



1878. 



Bboiipts. 



Balance from 1872 12,700,000 



Land tax ... 
Coitoms 
Other taxes... 
Sale of land... 
Loans received 
Loans repaid 



60,604,242 
1,686,974 

10,049,583 
1,590,473 

10,883,600 
736,178 



98,200,000 



EXPINDITUBI. 



Departmental ... 


5,417,744 


Army and navy... 


9,688,068 


Colonization 


760,926 


Fa and ken 


8,205,460 


Paid aooonnt loans 


884,006 


Hereditary pen- 




sions 


16,981,477 


Riot eacpeDaea ... 


82,404 


Loans made 


86,889 


Other expenses ... 


20,568,081 


Balance 


85,530,000 



98,200,000 



1874. 



1874. 



Bbcbipts. 



Balance from 1873 35,530,000 

Land tax 59,412,428 

Customs 1,498,257 

Sale of lands, mines 

and gOYemment 

works 529,201 

Loans repaid ... 690,107 
Other taxes 11,810,007 



108,970,000 



EXPEKDITUBI. 



Departmental ... 


5,915,628 


Army and navy... 


10,418,411 


Colonization 


1,084,780 


Fuandken 


9,498,150 


Hereditary pen- 




sions 


24,750,828 


Riot expenses ... 


48,888 


Saga and Formosa 


3,188,990 


Loans made 


1,250,864 


Commutation of 




pensions 


7,658,612 


Other expenses ... 


18,505,909 


Balance 


26,710,000 



108,970,000 
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1876. 



1875. 



Becbipts. 

Balaooe from 1874 

Land tax 

OnstomsO 

Sale of land and 

mines 

Loans repaid 
Other taxes.. 



26.710,000 

67,717,946 

1,088,108 

618,056 

420,698 

16,525,197 



118,080,000 



EXPEITDITUSB. 



Departmental ... 

Army and navy... 

Golonization 

Fa and ken 

Paid account loans 

Hereditary pen- 
sions 

Saga and Formosa 

Loans made 

Commutation of 
pensions 

Other expenses . 

Balance 



8,050,538 

10,784,895 

2,041,089 

4,764,240 

718,870 

24,880,065 
1,474,504 
1,705,870 

4,040,899 
. 12,669,530 
. 46,900,000 

118,030,000 



1876-1876. 



1875-76. 



BlOBIFTS. 



Balance from 
Land tax ... 
Customs 
Sale of land... 
Loans repaid 
Other taxes... 



1875 46,900,000 

50,845,827 

1,718,732 

1,925,861 

2,204,786 

13,285,794 



116,880,000 



ExPBNDrnTBB. 



Departmental ... 

Army and navy... 

Colonization 

Fa and ken 

Hereditary pen- 
sions 

Korean expedition 

Loans made 

Commutation of 
pensions 

Paid account loans 

Other expenses ... 

Balance 



13,390,544 
9,785,578 
1,980,468 
6,761,459 

17,658,127 

489,552 

2,965,895 

7,626,910 

1,896,484 

7,195,033 

47,180,000 



116,380,000 



(2) This item is omitted from the list of receipts from customs 
ghea Hi party. 
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1876-77. 



1877-78. 



1878-79. 



Bbceipts 
Balance from 1875- 

76 

Land tax 

Cnstoms 

Loans repaid 
Sale of lands (8)... 
Other taxes 



1876-77. 



47,180,000 

43,023,425 

1,988,667 

697,997 

849,253 

12,920,658 



106,660,000 



ExPENDirURE. 

Departmental ... 13,538,010 
Army and navy... 10,329.825 
Colonisation ... 1,903,868 
Fu and ken ... 3,709,338 
Hereditary pen- 
sions 17.616,574 

Paid account loansO) 773,913 
Other expenses... 11,428,472 
Balance 47,360,000 

106,660,000 



1877-78. 



Receipts 
Balance from 1876 

77 

Land tax ... 
Customs 
Sale of lands (^) 
Loans repaid 
Other taxes... 



47,360,000 

39,439,246 

2,358,653 

240,251 

799,361 

9,602,489 



99,800,000 



EXPENDITUBE. 

Departmental ... 7,688,475 
Army and navy . . . 9,294,228 
Colonization ... 1,496,773 
Fu and ken ... 4,391,543 
Interest on com- 
muted penBionBC)13,888,703 
Paid account loans 828,483 
Other expenses ... 10,941,795 
Balance 51,270,000 

99,800,000 



1878-79. 



Receipts. 


Expenditure. 


Balance from 1877- 


Departmental ... 7,962,593 


78 51,270,000 


Army and navy... 9,241,604 


Land tax ; 39,883,463 


Colonization ... 1,719,171 


Customs 2,351,634 


Fu and ken ... 4,266,570 


gale of land O ... 954,202 


Interest on com- 


Loans repaid ... 432,939 


muted pensions. 14,769,244 


Other taxes 18,237,762 


Paid account loans 922,401 




Redemption of pa- 




per money («)... 7,166,186 




Other expenses ... 13,562,231 




Balance 53,520,000 


113,130,000 


113,130,000 







(8) This item has heretofore been oonflned to Und only ; bat from this period no 
difiiioii is shown In the statements which merely glre ** sales of goTernment property,** 

(4) A larger sum was paid beginning with this and cootinned in- subsequent yeartt 
bnt not on account of adTsnces receired, the payments being a sinking Aind against the 
bonded debted Incarred for oommntation of pensions. 

(9) In this year the hereditary pensions trare commoted, the goremment isnii^ 
Interest besiing bonds ralne 178.680,000 yen, of which this sum represents the intereat. 

(«> 11ilii8tlieflmttaiietlilittemlirtforredto«poettoa07intheiin«Rrif^^ 
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SUMMABT OF BUDQETS. 



Balance of general revenue account described Balance, 

in part I as « surplus " 53,520,000 

To save the reader the trouble of examining even Summary, 
these condensed annual accounts we append a summary 
of all receipts and expenditure for the period under 
review, namely January 1868 to June 1879, eleven and 
a half years. For the nrst eight years of this period, the 
published statements contained somewhat fuller parti- 
culars than the subsequent four. The explanation given 
in the later statements is, — *' Some of the items are not 
** properly arranged, because the items are not arranged 
" m exactly the same manner each year." Great difficul- 
ty is, therefore, experienced in ascertaining the real sum 
advanced by the government in the form of loans to the 
people generally in encouragement of rice production, or 
of special industries ; and these domestic advances must, 
for the present, be regarded as approximate only. 

SUMMART OF RECEIPTS AND ExPEKDrrURE : IH TeABS, GrOBS receipts. 

Jan. 1868 to June 1879. and expenditure. 



Begbipts. 

Land tax 405,402,922 

Customs 16,915,346 

Sale of land 7,134,959 

Other taxes 105,674,236 

Loaos received ... 21,259,982 

Do. repaid ... 19,847,113 

Paper money issued 73,325,442 



649,560,000 



BXPBNDITUEB. 

Departmental ... 71,219,872 

Army and navy..: 86,471,893 

Fu and ken... ... 52,254,321 

Hereditary pen- 
sions and in- 
terest on com- 
muted pen8ions.l51, 225,1 15 

Expeditions to 
Formosa and 
Korea, and Saga 
rebellion, Ac.... 12,395,885 

Colonization of 
Yezo ...... 12,679.933 

Do. do. loan. 2,500,000 

Pensions commot- 
ed 19,326,421 

Paper money re- 
deemed 7,166,186 

Loans to the people 31,835,852 

Loans repaid ... 11,168,086 

Other expendi- 
tures 137,796,436 

Balance 53,520,000 



649,560,000 
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OTJBBENOY. 



Baluioe 
described as a 
reserre fond. 



Balance 
transferred to 
reserve fond. 



Misconceptions 
doe to the 
foregoing. 



Anomaly of 
the financial 
position. 



Erroneoos 
method of 
stating the 
aocoonts. 



The balance of this current account is the stun 
described by his excellency as " a surplus of 68,520,000 
yen for the 11^ years," a statement subsequently quali- 
fied by the following — "It must be remembered therefore 
that the surpluses shown in the foregoing table are due 
to the fact that the actual revenue during those five years 
bein^ insufficient, paper currency was issued to meet the 
deficiency ; " still H. E. Okuma, confessedly admitting 
tiie surplus to be but the balance of the current account 
of receipts from real revenue sources, from loans, and 
paper money issued, precedes the admission by this 
announcement : — *' It will be seen from the preceding 
table that during this period of 11|^ years tiiere are only 
two years, namely 1872 and 1874, which show a deficit, 
while, during the other nine the revenue constantly 
esJiibits a surplus, so that at the end of the period there 
is a total surplus of 58,620,000 yen. This mm has been 
transferred to the reserve in accordance with the established 
regvlaiions, to form a fund for the redemption of the 
national debtJ' The italics are ours. A clear and 
distinct statement of this sort, made on the authority, 
and after mature deliberation, of the ex-minister of 
finance and now chief of the national exchequer 
department of the government of Japan, is entitled 
to every credit ; and has, on account of the credence 
with which it has been received, given rise to very 
grave misconceptions, which we shall do well to 
examine with care, and with a view to throw some 
Ught upon the position in which H. E. Okuma 
finds himself placed; namely, in the position of a 
treasurer with a surplus reserve of 58,520,000 yen collected 
to form a fund for redemption of debt, wholly unable 
to touch any portion of that sum, or to redeem that debt, 
or to stem the depreciation which is to him, as to us all 
in our different walks of life, a heavy burden and anxiety. 
H. E. Oeuma has an implicit belief in his figures and 
results ; but we attribute the misfortune of his adminis- 
tration and his self-deception to want of knowledge of the 
true method of stating an account to convey a correct 
impression of the finances ; an account that shall chal- 
lenge criticism, and be confirmed by investigation. 
Upon the assumption that H. E. Oeuma has verified 
the figures to his satisfaction, we will proceed to state 
an account to give the real result of the period under 
notice. 
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BSVBKUE AND EXPENDITURE: 11| TeABS, JaNUABT 1868 Be vised aCOOTUlt. 

TO June 1879. 



Bbal Bsyenue. 

Land tax 405,402,922 

Gastoms 16,915,346 

Sale o! land 7,134,959 

Inland taxation ...105,674,236 



Total 535,127,463 

Loans and advanoes 

made by the state 

refunded by the 

borrowers ... 19,847,113 
Proceeds of loans 

negotiated at 

home and abroad 21,259,982 
Promissory notes 

issued 73,325,442 



649,560,000 



Beal Expendituse. 

Departmental ... 71,219,872 

Army and navy . . . 86,471 ,893 

Fa and ken ... 52,254,321 

Pensions and in- 
terest 151,225,115 

Rebellions and ex- 
peditions ... 12,395,885 

Colonization of 
Tezo 12,679,933 

Pensions parchas- 
ed 19,326,421 

Qeneral expendi- 
ture 137,796,436 



Total 543,369,876 

Loans and ad- 
vances made by 
the state reoo- 
verable ... ... 34,335,852 

Home and foreign 
debts repaid ... 11,168,086 
Paper money 
redeemed ... 7,166,186 

Money in the trea- 
sury 53,520,000 

649,560,000 



The balance is identical with that claimed by H. E. A balance, but 
Oeuma as a surplus ; but our readers will observe that ^^^ * Burplua. 
it is in no sense a surplus. In aU accounts the cash 
book plays an important part: in it every payment 
received and made is entered, and the difference, the 
balance, represents the sum left in the hands of the 
cashier at any given j^eriod. That balance is, however, 
as previously stated, m no sense a surplus. B is an liabilities must 
asset ; a part only of the final statement, the balance of ^ considered, 
which alone can show the result. This explanation is 
important in relation to the following statement of assets 
and liabilities^ the balance of which, instead of the 
balance of the cash account, represents the actucd 
result. 
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CUBBBNCT. 


1 






Assets. 






Loans dae from 
snndry persons ... 
Less repaid 


— 


34,335,852 
19,847,118 


H488,739 


Money in treasary 
DeOoiency 







58,520,000 
8,242,413 


» 


LiABiLrriBS. 


. 


76,251,152 


On paper money ... 
Less redeemed... 


... 


73,325,442 
7,166,186 


66,159,256 


Loans, home and for 
Less repaid 


eign 


21,259,982 
11,168,086. 


10,091,896 




76,251,152 



Deficit. 



There is here a defieit of 8,242,413 ; the sum required 
to balance the real revenue received with the net expen- 
diture for purely state purposes, namely : — 



Beal expenditure ... 
„ revenue 



.. 543,369,876 

.. 535,127,463 deficit 



.. 8,242,413 



Another mode. For the benefit of our Japanese readers we will make 
this still clearer by quoting H. E. Okuma's figures, which 
include all receipts, loans, and paper emissions, as given 
in part I for the whole period as : — 

.649,560,000 

DiDUCT. 

Paper money 66,159,256 

Loans, home and foreign, 
leos repayments 10,091,896 76,251,152 

Net Amount 573,308,848 

Expenditure as stated 596,040,000 

Bahmce due on loans recoverable... 14,488,739 



Same result. 



Net Amount 

Excess or sxpENnrruBK 



...581,551,261 
... 8,242,413 
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8UBPLX78 BEOOIIB0 A DEFICIT. M 

These aecounts show that practically the so-called Suniliui rmolwm 
reserve fond is an asset 8,242,418 yen short of the sum ^^j^."**^ * 
required to cover the net liability on paper currency 
and arrears of loans. A reserve fund, strictly speaking, 
and as the term is only applied by business men, is an 
appropriation of a portion of the income, surplus, or 
profit, to form a separate fund available for some antici- 
pated or unforeseen contingencies ; and it is so under- 
stood by H. E. Oeuma. 

If a banker were to describe the balance of cash in H. B. Okuma 
his hands for the conduct of business, a fund varying <*«<^*^®^- 
every day, as his reserve fund, he would be guilty of a 
misrepresentation the gravamen of which would depend 
upon his ignorance or intention ; and we are convinced 
that H. E. Oeuma has been deceived by some incom- 
petent persons into the assumption that his fluctuating 
balance of cash is a surplus ; or it would not be so 
positively set forth, and so frequently referred to as 
such. 

We may now contrast the impressions that persons ^2*^^^' 
in Europe, America, &c.', interested in Japanese progress Slreiafigures. 
wiU form of the resources of Japan from the '' General 
view of financial policy," with the real condition of 
things. We have : — 



Average, 


Oeneral view. 


Actual. 


Annual reveuae 


... 56,488,489 


46,532,832 


Loans and paper currency 


undefined 


9,950,657 



56,483,489 56,483,489 



Annnal expenditure 51,829,566 47,249,563 

Surplofl revenue (7) 4,653,913 

Deficit of revenue (8) — 716,731 

56,483,479 46,532,832 



So far, attention has been confined to the statements Accounts lo far, 
referred to by H. E. Okuma as essential to a proper P*"^*^^ ^"^y- 
imderstanding of the results he has arrived at. Those 
statements, however, only supply a portion of the parti- 
edfurs, omitting all record of the expenses of the Satsuma 



8! 



(7) Surplus 4,663,918 x 11.6=68,620,000 (rid« part I.) 
De£!it 716,731 x 11.6=8;848,418. 
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OUBBEMOT. 



Cost of SatBoma rebellion, and the manner in which they were provided 
rebelUon. for, aUuded to in the " General view," parts 11 and m. 

These items must be considered as parts of the accounts 
which, continued, give the following result : — 



Corrected 
aoooant. 



Bbgeipts. 

OroBS revenue de- 
tailed in preced- 
ing accounts ...649,560,000 

Paper issaed in 
1877 to meet ex- 
penses of rebel- 
lion 27,000,000 

Loan for same pur- 
poses 15,000,000 



691,560,000 



EXPICNDITUKS. 

Gross expenditure 
detailed in pre- 
ceding accounts596,040,0OO 

Expenses of rebel- 
lion 41,560,000 

Balance 53,960,000 



691,560,000 



Increased 
expenditure 
adds to 
reserve fund 1 



Probably a better illustration of the error of as- 
suming the balance of such a cash account as this to 
be a surplus, and that surplus to be a reserve fund, could 
not be given. When to the expenditure are added the 
heavy expenses of a period of civU war provided for by 
paper currency and loans, the " reserve fund " is actually 
increased ; but when the position is critically examined 
the converse appears. 



Beal results. Revihub. 

Real net revenue. ••535,127,463 
Balance 49,802,413 



584,929,876 



EXPBNDITIJRB. 

Expenditure pro- 
per^ 543,369,876 

Satsnma rebellion 41,560,000 



584,929,876 



Balance ; deficiency . . . 



49,802,413 
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ASSBTS. 

Net sum of loans due to government 14,488,739 

Money in treasury 53,960,000 

Deficiency 49,802,413 



118,251,152 



LUBILITISS. 

Net liability on paper currency 93,159,256 

Loans due 25,091,896 



118,251,152 



In thus including the Satsuma rebellion expenditure Cost of all 
we follow H. E. Okuma in the disposition of the Saga f^^^jj^*^ 
rebellion charges, costs of suppressing riots, Formosa "*^^®^ 
and Korean expeditions, &c. ; the result being that a i><^ really of 
corrected account shows a deficiency of revenue of ^*®^'®^* y®*** 
49,802,813 yen. Here let us say at once that this deficit Cost of wan. 
includes a total sum of 53,955,585 yen as the cost of 
war, civil and foreign. And this, we submit, is the Difference 
true result, notwithstanding that the difference between i^twe^two 
the surplus of the " General view," and our deficiency ^^^. 
amounts to the startling sum of 103,762,413 yen ex- 
plained in this manner. H. E. Okuma has included paper 
money and loans received as revenue : the propriety of 
this course is open to question ; but the real error con- 
sists in ignoring the liability, or, in other words, making 
no provision for the liquidation of liabilities incurred to 
cover expenditure absolutely made. When this provision 
is attempted the deficiency at once appears : — ^there is a 
net liability on bills payable of 103,762,413 yen, the 
sum named above. To meet this there is a balance of 
cash in hand of 53,960,000, or 49,802,413 yen short of 
the sum required. 

To complete this portion of the review, we submit the Comprehensive 
following conclusive table of receipts, expenditure, ba- jwurej of each 
lances, assets and liabilities for each period, as the y®^^ ™**^^^* 
account that should be substituted for that contained in 
the first section of the ^' General view " entitled ** Bd- 
venue and expenditure : "— - 



Digitized by LjOOQ IC 



OOBBENOT* 



TftbnkrsUte- 
m«ntQf the 
annual finanoes. 



I 



H 



a 

H 



»i9 

I 






iiiiiii 



T 

CO 

^: 

00 



i>SSaoe9 omSSS 3 



> iH 00 ^ N iH < 






00 00 09 

sis 



2 



s 



t^ MMCD 35" 
•^ ^ ^ iM ^ 



eot^io 



lllligl§§|l 



01 



t;: O '^ S S § 

o or^i> to o 

•^OO OOrHOa 
Q0<O«0i'^ F-*0€'^ 



S^U'wooaom 



00 i ** ^ coio 

M^kO 00 l> O 

-* floe^Oi^i>PH 



|8SS8S 



■^¥ 



issi 



iM 



" O ^ go 



(DOO 
i-^*-^ COO 

01 « 



<o Ji OJ i> wo « oq^ 00 cq q S o 
%o oj ^^ 00 1* ^ o o* lo oiT o tC 



i" 






tor»Qpo> 

»OiHcqeo^iA^Q&i>ao 

)aoaoooooaooooooooox 



Wast of correct 
Mcoant caiue 
of error. 



If H. E. Oeuua had had an account of this sort 
before him it is not likely he would have written " there 
are only two years, namely, 1872 and 1874, which 
show a deficit, while during the other nine the revenue 
constantly exhibits a surplus, so that at the end of the 
period there is a total surplus of 58,£20»000 yeiu" He 
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wotild rather have said : — * The smnmary of accounts The comments a 
now presented shows that during the first three ^^^*^^»* 
years of this administration the revenue was wholly J[igg^t^^® 
insufficient to meet the demands necessitated by the 
expenses of a newly-formed central government; 
and the cabinet was compelled to draw upon the 
fature by issuing notes during the first five years, 
1868 to 1872, to the aggregate amount of 78,82^,442 
yen; and to raise money by domestic and foreign 
loans. The result shows, that in seven periods the 
real expenditure exceeded the revenue by 96,826,278 
yen; and in five other periods the real revenue 
exceeded the real expenditure by 47,028,865 yen; 
the difference, 49,802,413 ven being the real as- 
certained deficit on June 80Ui, 1879, when the actual 
net liability on paper money and loans amoxmted to 
118,251,162 yen, to cover which there were due on 
advances recoverable 14,488,789 yen, and a balance of 
money on current account of 58,960,000 yen.' A state- Emmeont 
ment of this description would have prevented the impvMdon 
erroneous impressions that must be formed from the J^^^ ^^ted 
repeated allusions to a surplus contained in the ^'^^ 
"General view,*' which are not sufficiently explained 
or qualified by the passing references to the issue 
of paper currency. No statement of account is Liabilities must 
complete or trustworthy that ignores the liabilities : not be ignored, 
and their omission in this instance we can only 
attempt to explain by the presumption that H. E. 
Okuma is persuaded that the state can, by stamping 
pieces of pajper, create money the liability for 
which, not bemg obligatory, may properly be dis- . 
missed from further consideration. If all excess of Loans and paper 
expenditure is to be met with an addition to the money dearly 
revenue of loans and fiat paper money which are clearly ^^^ *«▼««"«• 
not revenue, inasmuch as they represent liabilities 
equally with those for which the loans or paper 
issues were made to cover, no deficit can, under 
any circumstances, arise. The discharge of a debt 
by a promise to pay at some undefined date is 
merely a transfer of the continuing liability from one 
person to otheis; and the rule extends to money 
borrowed. 

The true position of Japan, stripped of all the con- The true 
foaing surroundings, compares with that presented in position, 
the •• General view " as follows :— 
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Average, General view, AehuL 

Annnal pevenne 60,135,652 46,532,822 

Loans and paper carreooy nndefined. 13,602,830 

60,135,652 60,135,652 



Annnal ezpendifcare 55,443,478 50,863,467 

SnpplrisO 4,692,174 — 

Deficit n — 4,330,645 

60,135,652 46,532,822 

— "* 

Thesaj^posed yffe think theee figures conclusively show thai no 

i«a diiSi? swrphis has ever been realised- Taking every item into 
^^' account there has been a mean deficit of 4,880,645 yen 
per annum; and for the gross sum,* namely 49,802,413 
yen, the state remains a debtor devoid of realisable 
assets. For what purpose the deficit is persistently 
What the nation styled a surplus is unintelligible. Wars alone account 
ti?* de&^t^ '^ ^^^ millions more than the gross deficit. And if we 
finance&^ "* ^^^^ around we fijad the nation enjoys at this moment 
the substantial fruit of its expenditure in the shape of an 
excellently equipped army ; a large force of disciplined 
constabuUry ; a smaU but good and well-armed navy ; 
efficient lines of rails connecting the eastern and western 
capitals with the trade ports of Yokohama and Kobe ; 
an effective series of telegraph wires traversing the 
country and bringing the most remote districts within a 
few hours at most of any part of the empire ; dockyards 
and arsenals well supplied with machinery, and all 
appliances and munitions for war as for peace ; a post 
office second to none in the accuracy of its working and 
the unmistakeable signs it gives of progress ; the coasts 
studded with lighthouses and lightships, the service 
being constantly attended by a competent staff of 
officers ; a number of factories, mines, and other works 
which, though not so profitable as they were expected to 
be, still represent good value for the money expended 
on them; a mint; and a vast collection of imported 
articles of all descriptions in addition. Taking the 
figures as they are the result is far from unsatisfactoiv ; 
but we have to face the fact that, after deducting the 



(9) 
10) 



(9) Surplus 4,692,174 x 11.6 = 53,960,000 {vide part I and note). 
' (Defidt 4«880«646 11.6 » 48,802,418. 
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whole of the cash in hand, miscalled reserve fond, there 
is a net liability to be provided for of 50,000,000 yen. 
Applying the balance in the treasury to the purposes to 
which it must eventually be applied, the mrplm is gone, 
as though it never had an existence ; and in its place is 
a deficit which forms part of the national debt at this 
moment. 

Papeb Guebenoy. 

The gross sum of currency is set down at 108,680,000 Qtom sam of 
of which 22,910,000 is a liability incurred prior to the P»pwm<»e7- 
formation of, but taken over by, the present government; 
the total issue by the latter having been 100,320,000 
reduced by sundry withdrawals explained in the ** General 
view " to 86,779,000. The statements before given only How rednoed. 
account specifically for the item of 7,420,000 in 1878-79, 
as withdrawli from circulation ; but a further large sum 
was withdrawn in 1879-80, an account not yet ascer- 
tained ; and it is probable the smaller sums mentioned 
are included under different headings in the earlier 

i rears. The origin and rise of the currency are sufficient- Its depreoUtioiL 
y explained; what we have to deal with is the sum 
said to be afloat, and its extraordinary depreciation in 
relation to that sum. " The reserve fund," said H. E. Object olthe 
Okuma to Mr. MonNSEY, " is requisite to prevent the ""^"^ "™^ 
depreciation of the paper currency and other government 
bonds • . . With the aid of his reserve fund the 
finance minister hopes to maintain the price of the bonds 
at a fair level, and thus benefit both their holders and 
the treasury." Q^) In the " General view " the surpluses 
are said to have " been transferred to the reserve fund, 
in accordance with the established regulations, to form 
a fond for the redemption of the national debt." Q^) If Thoee objects 
these are the objects of the reserve fund, or, as we luust "^7®' c»wi«d 
call it, the cash balance, being maintained at so high a ^^ ' 
figure, how does it come to pass that year by year the 
sum has been augmented and no portion applied to 
remedy those evils which have arisen and are daily 
growing worse of depreciated " currency and other gov- 
ernment bonds ?" 

At the close of the fiscal year 1876-77, the Satsuma Coet of the 
rebellion was in progress, ^e cost was not, at that ^'^^^ 

(11) Vide Mr. Mounsey's report on the finances^ Janiuurj 81« 
1878. 

(12) Fida (Tmanol View, pAtt L 
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time, deemed likely to be so heavy as it eyentaally 
proved, and we may reasonably assume that the first 
series of expenses were disbnrsed out of the ordinary 
funds in the treasury, the balance of which on June 
80th, 1877, was 47,860,000 yen, a portion of which, at 
least, must have been in paper. The ^' General view " 
states that '' The revenue of 1877-78 was 62,440,000 yen 
and the ordinary expenditure 48,580,000 yen giving a 
surplus of 8,910,000 yen, but the charges for the sup- 
pression of the rebellion reached the enormous figure 
of 41,660,000 yen, and thus a further issue of paper 
mo ney became imperative." 
How pfOficUd men 20,000,000 had been disbursed from the trea- 
''*• sury, and the expenditure showed no sign of diminution, 
we can understaiid the anxiety of the finance minister in 
reference to future provision for a war of uncertain 
duration ; but we cannot so readily understand why the 
''reserve fond" was permitted to remain intact while 
Frath iitae of the expenses were denrayed by an issue of 27,000,000 
g^ Mid new pj^p^ ^^ ^ i^g^ Qf 16,000,000, a total sum in excess 
of the ascertained cost of tiie war; nor why, with 
60,000,000 in the treasury, it became imperative to 
incur fresh debt. No explanation of a satisfactory 
character is given in the '' ueneral view " ; and the only 
other reference we can find to the rebellion charges is 
the following; a statement made by H. E. Okuma to 
Mr. MouNSBT and embodied by the latter in a repolrt to 
H. B. M. government:— 
Bznkaatioii The minister of finance then refers to the insurrection • 
™[*^^-^ He states that in its first stage he had hoped to cover the 
l??2o!ii^ expenditure likely to be incurred by its suppression by draw- 
^^ ' ing on the reserve fund and certain sums intended for other 
purposes and not yet expended, but that he was obliged to 
abandon this plan when he found that the expenditure in 
question amounted to 42,000,000 yen. To meet this sudden 
and heavy call on the treasury there appears to have been 
. only one course open to him since a loan of the above amount 
could not have been floated in the country, and increased 
taxation to the same extent was out of the question. A new 
issue of 27,000,000 yen of paper money was consequently 
decided upon, and with this and a temporary loan of 
15,000,000 yen from what is called the Fifteenth or Nobles' 
Ba^k, the expenses of the war are, I understand, to be 
paid.ffl 

(18) Vide Mr. Mounsey's Beport of January Slat, 1878, and " The 
Euasoku Bank/' ante page 9. 
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If ihe cost of the war had been defrayed out of the Cost infirgt case 
current moneys until the finance minister found the paid o«<^ <^ 
expenditure amounted to 42,000,000 yen, the larger Jj^^^^**^^^ 
portion of the expenses must have been, in the first 
instance, paid out of the current moneys ; for the gross 
expenditure was not, and could not have been, ascer- 
tained until the termination of the war. We are in a Paper issue and 
manner forced to the conclusion that the issue of paper, loan made to 
if not made by degrees during the war, was, with the ]^^^ ^'^"'^ 
loan of 15,000,000 yen, made to restore the " reserve 
fund;" an uninteUigible proceeding. The loan of 
16,000,000 was a portion of the sums payable to the 
kwazoku on account of their pensions, a fund which was 
applied by the government ta meet the expenses of the 
war, and made to form a subsequent liability to the 
Fifteenth Bank at 5 per cent, annual interest. Some otherwise use 
fuller explanation than any yet given is requisite to a ^^^^^® ^^^^ 
thorough understanding of the necessity which rendered ^ 
the issue of 27,000,000 of paper imperative, for in the 
same report as that from which we have quoted we find 
the minister of finance informing Mr. Mounsey that : — 

He has not expended these balances because he considers 
it of great importance that the government should have a 
large and permanent reserve fnnd at their disposal. Japan, 
he says, is not a conntry f rooS which the government can 
always count on readily obtaining money, either by loan or 
increased taxation, and its rulers must consequently be 
provided with other means of meeting sudden and extra- 
ordinary emergencies, such as the late Satsuma rebellion. 

The " reserve fund " apparently has never been Never applied 
apidied to any one of the objects H. E. Okuma has ^hiclTt^s'^' 
repeatedly declared it to be intended for ; namely, sudden Expressly ^ 
and extraordinary emergencies, such as the late Satsuma kept up. 
rebellion; and to prevent the depreciation of paper 
currency and other government bonds. Recently, H. E. Elasticity of the 
OxuMA stated that a sum of twelve millions in paper had '^serve fund. 
been withdrawn from circulation during the past two 
years, and an equal sum in specie drawn from the 
** reserve fund " placed on the market. This should Two versions of 
have reduced the reserve fund which, on the contrary, ^°® operation. 
is increased. No explanation is given of this interesting 
matter ; and as two distinct versions have been put for- 
ward by H. E. Okuma we confess our inability to decide 
which is the correct one. We quote them both, and 
leave the public to decide for themselves. 



Digitized by VjOOQ IC 



108 OUBBENOY. 

Bedemptioii of The stuu of paper in circulation, and its redaction, 
<^'*^^'^««^- are shown in the financial statements. 

In 1878-79 it stood at Yen 120,927,209 

„ 1880-81 „ „ „ 108,683,204 



Diminution Yen 12,244,006 



This is the sum no doubt alluded to by H. E. Oeuha 
in his communication to Mr. Kennedy on the 2nd De- 
cember 1880, as withdrawn with an eqtud mm in specie. 
The statement for 1879-80 accounts for a decrease in 
paper of 7,499,217 yen in these words : — 

Explanations In brief explanation of the manner in which fands haye 

in finan c ia l been obtained for this redemption in 1878, I beg to state 

reports. ^y^^^ ^y^^ balances of the years 1876 and 1877 and of the ap- 

propriation for the war [in Kioshia], the amount of paper 
money for the redemption of which provision was made in 
the estimate for the financial year 1878 and part of the fond 
for the redemption of voluntary capitalized pension bonds 
which was converted to this purpose, sum up to 5,777,741 
yen ; and a further sum of 1,388,1M yen has been appro- 
, priated from the reserve fund. ... In addition to the 

7,000,000 odd which are paid* off as above stated, there is a 
further amount of 333,031 yen which comes under the heading 
of ' Disappeared from the paper money in circulation ' in 
consequence of the investigation into the calling-in of the 
paper currency of the daimiates, council of state and ministries 
having been completed. 

The statement from which the above quotation is 
taken, is dated June 26th, 1879, and is signed " Okuma 
Shigenobu, minister of finance." The next statement 
from which we quote, is dated August 30th, 1880. It 
is said to have been prepared by the minister of finance 
[H. E. Sano] , and to have been submitted to the college 
of finance auditors. Therein we find; — 

The total decrease in the amount of paper currency which 
forms a part of the domestic debt, is 4,744,788, of which 
2,000,000 yen have been extinguished in accordance with the 
special provisions for the diminution of debt, while 2,730,000 
have been converted into ' bonds in exchange for kinsatsu' 
on the application of holders, and destroyed, while the 
balance, in round numbers 14,000 yen, was found to have 
been lost in making up the accounts of the conversion. 
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Now here are two distinct and di£ferent versions of Statement made 
redemption. H.E. Okuma informed Mr. Kennedy " that ^^'P^}i' . 
"during the past two years the Japanese government ^ ^^"* 
" had destroyed paper money to the amount of twelve 
" millions and had placed an equal sum in specie on 
"the market; that these operations involved an ex- 
" hausting drain on the government silver resources," 
and that the specie reserve hadbcQU reduced (presumably 
in lai^e part by the redemption of currency) from thirty 
millions to twelve millions of yen. The finance state- 
ments show the reduction of currency to have been 
carried out by : — 

Surplus revenue, which means paper 
withdrawn from circulation and des- 
troyed; and appropriation from the 
fund for redemption of pension bonds. Yen 7,777,741 

Exchanged for bonds 2,730,000 

Lost in circulation 848,119 

Appropriation from reserve fund 1,888,145 

12,244,005 



There are many reasons for taking the issue of the Beasons for 
27,000,000 extra, at the close of the rebellion, as the taking the issue 
first cause of depreciation, which commenced in t^li© ^s SefosTci!^ 
year 1877-78. .Previous to that the sum afloat was not of depreciation!^ 
in excess of trade wants. Experience had proved this ; 
and all the authorities are very clear on the circulation 
of paper currency at par with the money it represents, 
provided the conditions which govern aU currency are 
not disregarded. We quote : — 

The inconvertible note is a bad tool. . . We have seen Bonamy Price, 
that the guarantee fnrnished by coin is the value of the metal 
of which it is made. Forther we know that men will give 
away their goods on credit, relying on payment on a future 
day ; in fact, they take a debt as a guarantee of future pay- 
ment. The 3ame motive persnades them to accept the debt 
expressed on a bank note. That motive acts on all other 
sellers, and thus the bank note circulates as currency, and is 
not presented for payment, if wanted for circulating use. 
Then we have seen that the public makes no other use of the 
metal of coin than as a guarantee of value. Similarly it 
employs the debt pledged in the note for the same identical 
purpose of guarantee. It does not seek to sell the gold of the 
coin to a jeweller, nor to ask payment for the debt, so long aa 
it thinks that debt trustworthy. 
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This explanation is necessary in order to arrive at a right 
understanding of the fact, that the inconvertible note, in spite 
of the hollow principle on which it stands, can, nndera 
special condition, do good work as currency. When the 
debt is thoroughly trusted, and when no more of these in- 
convertible notes are issued than the public requires for 
actual use, and consequently which it feels no desire to send 
in for payment, they remain in circnlation on a full level of 
value with coin. Thus it happened that after the passing of 
the act of parliament which forbade the Bank of England to 
pay its notes in coin, those notes suffered no depreciation. 
The Bank was perfectly trusted as a debtor, there was no 
excess of issue, and the notes retained their full value of 
twenty shillings undiminished. But the situation became 
vitiated at its very core when too many notes were issued. 
Their fall of value went on to the extent that a sovereign 
became worth twenty-seven shillings in notes. Thus one 
hundred sovereigns were worth one hundred and thirty-five 
one pound notes . . . 

If the government make their notes convertible, by giving 
money for as many notes as are presented for payment, then 
the nation suffers no loss. The notes remaining out in cir- 
culation have indeed been paid for with goods supplied, but 
they are currency wanted and at work; and they cost the 
public no more than what mast have been otherwise given 
to miners for the gold currency whose place the notes have 
taken. But the case is entirely different if the notes are 
inconvertible, nnd are issued in excess beyond the wants of 
the public. That excess depreciates their value. {Bonamy 
Frice^ on Paper Ourrency.) 



Peiry. There never has been a government yet, of the many 

which have issued irredeemable paper, which had the wisdom, 
and the firmness to resist, for any great length of time, the 
temptation to emit large quantities. (Perry.) 



Jevons. ^ further objection to a paper money inconvertible into 

coin is that it cannot be varied in quantity by the natural 
action of trade. No one can export it or import it like coin, 
and no one but the government or banks authorized by 
government can issue or cancel it. Hence if trade becomes 
brisk, nothing but a decree of the Government can supply the 
requisite increase of circulating medium, and if this be put 
afloat and trade relapse into dullness, the currency becomes 
redundant and falls in value. Now, even the best informed 
government department cannot be trusted to judge wisely 
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and impartially when more money is wanted. Currency must 
be supplied, like all other commodities, according to the free 
aotion of the laws of supply and demand. (^Jevons,) 

We have always proceeded upon the assumption that Erroneousness 
the primary cause of depreciation in Japan was excessive ^^ theory of 
issue ; although we readily confess the difficulty of sup- ap^edto J^on. 
porting this contention with evidence. The proofs at 
our disposal are completely subversive of this theory, for 
when the emission of paper had reached its maximum 
its depreciation was infinitely less than that which 
followed its diminution. A recent contributor to this True cause of 
journal, a gentleman of long experience and accurate depreciation, 
observation, denies the applicabiUty of the excessive 
issue theory to the currency of this comitry. He 
says: — 

They argne that, since the currency is not excessive, it 
mast be good, and would prove so but for adverse external 
inflnences, chief among which is a so-called nnfavonrable 
* balance of trade.' 

Now I ventnre to maintain that the depreciation of the 
Japanese paper currency is due wholly and solely to its 
inferior quality, and not in the least to its exceeding quantity ; 
and that all explanations of that depreciation founded on any 
other considerations are erroneous and misleading. The 
attempts lately made to improve its value by reducing its 
volume have, it is well known, completely failed. {Vide 
r€rre$pondence of the Ja/pan Oazette. T. W. February I4thy 
1881.) 

The fact that a declared maximum issue was sustain- Opinion 
ed at a comparatively small discount, the reduction of supported 
principal being followed by increasing depreciation of ^^ '**'**• 
the residue, strongly supports the opinion of the last 
quoted writer. Still there is abundant evidence that 
inconvertible paper or a debased currency can be made 
to do good work provided^ — 

. . . that the popular distrust or dislike of the money 
be not excited to the extent of driving the people down to 
barter, in which case an amount of money, whether of paper 
or of debased com, not in excess of the amount of a money 
of fall value which would freely circulate, may become re- 
dnndant, whereupon depreciation will follow. (Professor 
Walker, Theory of Inconvertible Paper,) 

The financial statements permit the compilation of comparative 
the following comparative table. table of issue 
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and reserve. 



CUBRENCY. 



Proportion of 
specie held 
in reaerre. 



Net issue. 



What the 
country has 
supported and 
now supports. 



Unwarrantable 
assumption of 
over-issue. 



denial 



thereof. 



PwtlOD. 


Total issue. 


Bksbbyx 


U 


OB NbT 








jruNU. 


ISSUE. 








gS 












& 




P4 


1875-76 


94,803,819 


24,416,257 


25.7 


70,387,562 


101 


1876-77 


94,054,731 


28,341,416 


30.1 


65,713,315 


99 


1877-78 


121.054,731 


89,031,538 


32.4 


82,023,193 


105 


1878-79 


120,927,209 


51,266,981 


42.4 


68,660,228 


118 


1879-80 


113,427,992 


50,898,871 


44.9 


62,529,121 


135 


1880-81 


108,683,203 


51,325,515 


47.2 


57,357,688 


161 



JnstifiAble 
oonduflioii. 



A positive statement respecting the proportions of 
specie and currency in the treasury was recently made 
to Mr. Kennedy, H. B. M. Charge (V Affaires^ by H. E. 
Okuma, from which we learn that the reserve consisted 
of twelve millions in specie and about thirty millions 
in paper, the remainder being advances made to various 
persons. This gives a net issue of 78,688,000 of paper 
(treating the reserve fund as money withdrawn from 
circulation ), against which there is a specie reserve of 
15.2 per cent, only; and this may be considered the 
position at the present time when the nominal exchange 
is 180 without buyers. The country has, therefore, sup- 
ported at a small discount 121 millions, the " reserve," 
assuming it to be-all specie, not exceeding 32 per cent. 
Or it has sustained a net issue of 82,000,000 at a 
marketable value of 78,000,000 in silver. Three yeai's 
later, an issue of 78 millions of paper only possesses a 
marketable value of 43,000,000 in silver. To assume 
that quantity not quality is the cause of this depreciation 
would be to insinuate that further issues not noted 
have been made ; an utterly unwarrantable assumption 
in face of H. E. Okuma's positive declaration in the 
following terms : — 

Though the government under the pros- sure of un- 
avoidable emergencies has for the moment issoed fresh paper, 
it has always applied itself, the emergency once passed, to 
redacing the amoant again, and that it has never made an 
addition to the cnrrency for the purpose of meeting iU 
ordinary requirements. 

The justifiable conclusion therefore is, that the depre- 
ciation of currency is due '\wholly and solely to its 
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inferior quality ;'* and that there can be no limit to the 
depreciation unless measures are adopted to restore 
public confidence. 



National Banes. 

The preceding review has served to show by steadiness of 
means of a comparative table of figures derived <l®P>*c»**^ion- 
from the " General view " itself, that, while the 
amount of government notes in circulation had been 
steadily reduced during the last four years (namely, 
from 121,054,731 yen to 108,683,208 yen), and 
the reserve held against those notes had been steadily 
increased during the same years (namely, from 32.4 per 
cent, to 47.2 per cent.), yet the current value of the 
notes had, with eqyal steadiness, and during the same 
four years, fallen from 99 paper for 100 silver, to 161 
paper for 100 silver; and our daily exchange reports 
show that the decline has been continued till now 180 
paper only represent 100 silver yen. 

The anomalous character of these facts, when con- Anomaly, 
sidered in their relation to each other, must strike every 
observer, and the question naturally arises ; — ^What is 
the explanation of this very singular state of things ? 

We find no answer to this question in H. E. Oeuma's Solution of the 
observations, and, indeed, no indication that it has ever P^^}®"?, *® *^® 
occupied his attention. Yet the answer, if found, would p^^. 
clearly be the key to the whole financial problem ; and 
whoever desires to comprehend the real condition of 
things in Japan must first find it. 

Groping for it among his excellency's somewhat 
perplexing array of figures we think we touch it in con- 
sidering the operations of the National Banks, and, 
therefore, we now invite attention to that portion of his 
excellency's " General view." 

According to official figures there existed in December Number of 
1880, one hundred and fifty-two of these banks with an ^^^' ^P*^' 
aggregate capital of 41,921,100 yen, their note issues 
amounting to 34,500,000 yen. Of these one hundred 
and fifty-two banks, five with 2,650,000 yen capital were 
established before the year 1877; twenty-three with 
20,606,100 yen capital during 1877 ; ninety-eight with 
14,125,000 yen capital during 1878; and twenty-six 
with 4,840,100 yen capital during 1879 and 1880. 
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H. E. Oevma gives two principal reaBons for the 
creation of these banks. 1. That on the restoration of 
the Mikado's power in 1868, there was such a deficiency 
of ''circulating capital *' that it was necessary to establish 
banks " to facilitate the circulation of money." 2. That 
it was important to find profitable occupation for the 
disbanded military class, and hence they were en- 
couraged to enter the business of banking on the basis 
of the public debt (pension?) bonds which had been 
given to them in liquidation of their feudal claims. With 
all respect for H. E. Okuma we are obliged to declare 
positively that the first reason is without any foundation 
in fact. That the national treasury was empty on the 
restoration of the Mikado's supreme authority, may, so 
far as this argument is concerned, be admitted. If the 
Shogun's government had exhausted it, and the new 
regime had yet to devise means to refill it, the position 
was very embarrassing and should be taken in extenua- 
tion of even such questionable measures for raising 
money as debasing the coinage, and forcing irredeemable 
paper money into circulation, both of which measures 
were resorted to. But the emptiness of the imperial 
treasury by no means implies that money was scarce 
among the people. H. E. Okuha appears to conclude 
that it does so, but to our view it implies exactly the 
contrary; for the money which had disappeared from 
the treasury must have gone into the hands of the people, 
who had, therefore, more money, not less. The only 
circumstance which could reduce the money in the 
country would have been an export of money. But this 
had not occurred. On the contrary, from 1860 to 1868 
there were steady importations of silver, which trade 
statistics show must have aggregated over 80,000,000 
dollars, a sum necessarily added to that previously in 
circulation. It is consequently unquestionable that at 
the Restoration, and for some time afterwards, there 
was a very unusual abundance of money in circulation 
in Japan, and we are amazed that so intelligent a 
minister as H. E. Okitma should ignore so evident a fact, 
and allege its very opposite as a reason for creating the 
national banks. 

Another point bearing upon this matter is, that even 
granting the scarcity of money in 1868, the issue by 
government of one hundred nullion yen in kinsatsu up 
to 1877, when the banks were formed for the first time 
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in nnmbers, destroyed the reason which might, under 
the eonditions stated, have had force in 1868. 

Even if money had been so scarce among the people Banks cannot 
as his excellency supposes, how could banks increase it ? increase money. 
The function of a bank is merely to gather and distribute 
money ; and, so far as the national banks fulfilled this 
function, they may have "facilitated the circulation." 
But that was all they could possibly do with any ad- 
vantage to the country. To create money is not in the 
power of any bank. Bank notes may be caUed " money ;" 
but if banks may create money by signing notes, what 
natural reason exists against every man in the com- 
munity doing the same thing, and so quickly making 
"money " as plenty and cheap as paper? 

His excellency, however, gives a second and stronger Probable real 
reason for the establishment of the national banks ; reason for 
namely, that they were to furnish a Uvelihood for the «8*»Wishment. 
military classes whom the Restoration threw out of 
employment. We must confess that this reason strikes 
US as exceedingly naive. Probably nowhere in this world 
bat in Japan would unemployed military men be con- 
sidered as specially qualified for the business of banking. 
Still, this is the only reason of the two which H. E. 
Okuma gives that will at all hold water, and therefore 
we treat it seriously, and have no doubt it was the letA 
reason. Let us see now how these military financiers 
have employed their privileges. 

H. E. Oeuma says that out of one hundred and fifty- Mercantile and 
two banks which have been established, those dating ^nlitoiy banks, 
from before 1875, four in number, originated with the 
ordinary mercantile class. The other one hundred and 
forty-eight were chiefly established by the military class. 
Now it is notorious that the exchanges and ordinary Beal banking 
banking business of the country are conducted exclusive- confined to 
ly by the small number of banks which originated with SSks!*^^ 
uie mercantile class. Some inquisitive people have 
questioned whether even these busy banks are quite as 
sound in their operations, or as well supervised, as they 
might be; but no one questions that they practically 
monopolize all the genuine banking business of the 
country. What, then, is the function of the one hundred Functions of the 
and forty odd military banks, and how do their idle pro- * military' 
prietors gain the livelihood which it was the object of ^'"^^ 
the government to provide for them ? The answer is to 
be found in the figures of the notes issued by these banks. 
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These notes amount to some 32,000»000 yen which have 
been forced into circulation by means of the fc^owing 
methods : — 1. By being made legal tender for all debts. 
2. By a law, embodied in article 50 of the regulations kx 
the national banks of Japan, that all who refuse to take 
them may be punished. The banks issuing them get 
interest on their deposit of government bonds against 
these notes, and, presumably, get interest also on tiie 
notes which they lend to the public ; and this double 
interest is supposed to afford them the livelihood of which 
H. £. Okuma speaks. Possibly it does so, and the mili- 
tary gentlemen are therewith content and do not care to 
seek other profits or other business. Possibly, also, the 
safe guards and official supervision provided for in the 
bank regulations, are, in fact, more rigorously i^lied 
than they are generally believed to be, and the notes are 
as good as those who have been compelled to receive 
them could wish. There is a prevalent impression 
amounting almost to conviction tiiat neither of these 
possibilities would bear investigation ; but we will assume 
them to be facts, and ask only what is the natural result 
of letting loose on such a country as Japan, within two 
or three years, a flood of 32,000,000 of private bank 
notes having no other capital than pension bonds behind 
them ? In the first place, the bankers must have made 
considerable exertion, and taken considerable risk to get 
the notes into circulation at all. The people, thon^ 
forbidden to refuse them, were probably nevertheless 
not eager to take them in exchange for their labour or 
their products. There could hardly have been any 
general or enthusiastic confidence, even in this countoy, 
in the ability of military gentlemen to manage banking 
affairs well and wisely. There must have been moie or 
less reluctance to trust the notes. To overcome this 
reluctance must have greatly taxed the ingenuity and 
cleverness of the gallant bwkers. Hence speculaticms 
were set on foot which would not have been thought of 
if real money had been necessary to start them. People 
totally unfit for serious business were encouraged to 
operate, and to-day the country is fuU of schemers who 
thmk they have at last discovered how to make some- 
thing out of nothing: full of gambling in articles of 
merchandise : full of speculators and swindlers who live 
by their wits instead of by honest industry : and fall of 
poverty «nd distresa among their victims. 
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H. E. Oeuma says the establishment of banks has gaestionabie 
" imparted great energy to commercial transactions and ^>^®fi^* 
profitable enterprises/' while it has aided the military 
class to gain a livelihood ; but we think it very qaes- 
ticmable if this energy has resulted as happily as he 
imagines ; or if the profit has been fairly disbributed. 
The bank notes so issued must stay out to do the mili- ^W^ ^ ^^^ 
tary bankers any good. If the issuers had to redeem ^J^^ ^"^ 
many of them, holchng kinsatsu for that purpose, their 
profit as bankers would be gone, and they might as well 
have remained in the position of idlers living on the 
interest of their pension bonds. Those who held the 
notes have undoubtedly had to recognize this feature of 
the situation, and have perhaps not dared to be very 
exacting with the military gentlemen. Their safer and 
easier course was to pass the notes on at some little 
loss ; and this is what they have undoubtedly done. 
Hence the gradual depreciation of the bank notes. Then Bank notes 
these bank notes are declared by the government equal equivalent 
to their own kinsatsu. Hence, therefore, a general de- ^ »^eniment 
preciation of all paper money, and lo ! we have the key ^*^®'* 
which we sought, and perceive that these national banks 
which H. E. Okuma regards as both useful to the country 
and particularly beneficial to the military class, are Bank notefi 
reepcmsible for the fact that kinsatsu which, four years responsible for 
ago were at par, are now, although their amount has ^Jp"^®^^"^ ^' 
been reduced, at 46 per cent, discount in silver. paper. 

. The conclusion tiiat this is the solution of the pro* The proUem 
blem is to our mind quite clear ; and it is plain that H. solTed. 
E. Okuua, in taking his rose-coloured views of national 
finance, has overlooked an explanation of one of his 
difficulties which is obvious to the humblest capacity. 

We have not touched on the particular vices of the Unaonnd 
national banks, but we are not ignorant of the unsound principles of 
principles on which many, probably most, of them have *^® ***^^ 
been established. They were contrived upon the model 
of the national banks created in America during tiie civil 
war ; and it was possibly expected that some resemblance 
to those institutions might enable them to serve in Japan 
an equally useful purpose. But the conditions in the 
two countries were vastly different. The Americans united StAtes. 
governed themselves: they knew how, and meant, to 
pay their debts : they were familiar with banking : and 
they wanted the facilities and security which tfaiir na- 
Uxml banks offered. Moreover^ they never dreamed of 
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establishing banks for the benefit of a military class 
who could not otherwise gain a livelihood, but insisted, 
instead, on having their banks managed by men of 
Banks not business — and the very best sort of men of business. In 
wanted in Japan the banks were not wanted. They not only did 

J*P«»- not facilitate legitimate commerce, but they degraded 

and hindered it by promoting the wildest undertakings. 
The managers had only their own interest, not that of 
the pubUc, in view; and few of them had any qualifica- 
tion whatever for banking business. Again, the whole 
system was so faulty that in its operation it plundered 
the people whom it professed to assist. For what else 
could result from a law which allowed any one who held, 
or could buy, a few pension bonds at a low price, to 
establish a bank and at once force upon the public notes 
to a larger amount than that which he had paid for the 
bonds ? So far as this was done (and we understand 
that many so-called banks in Japan had no other raison 
d'etre)^ it was as much a robbery of the people as were 
those debasements of the coinage under the old rigime^ 
to which we lately called attention. 
Futility of try- In short, the national banking system of Japan is 
ing to introduce but another example of the futility of trying to transfer 
westom customs western growths to an oriental habitat. In this part 
*^^"^ of the world principles established and recognized in 

the west appear to lose whatever virtue and vitality they 
originally possessed, and to tend fatally towards weedi- 
ness and corruption; and we are convinced that 
whenever the national banks of Japan come to be 
thoroughly investigated they will a^ord a striking 
example of this tendency. Meanwhile, we discharge our 
duty in demonstrating that one need not look beyond the 
history and performances of these banks to discover 
why paper money has so greatly depreciated within the 
last four years, and why business in general is now in 
so disordered a condition in this empire. 
ActiTe causes of So long as honourable and patriotic men like H. E, 
the state of Okuma can think it proper to sacrifice the general public 
c^ncyand ^ ^^ interests of a military class who want to live 
without labour : so long as any class of subjects enjoys 
special favour at the general expense : so long as in- 
dustrious producers and distributors are regarded with 
disdain by those who accidentally rank above them : so 
long as a few men in office are supposed to be so different 
from all other men that they alone can wisely guide 
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this nation, so long will Proobess in Japan be a mere 
pretence ; real improvement impossible ; and we shall 
have, from day to day, to expose such wretched mockeries 
of civilization, such rotten imitations of western institu- 
tions, sudi burdens upon industry, as many of the 
national banks unquestionably are at this moment. 



The Ja/pcm Herald had previously, namely on the 
2nd and 9th April, criticised the pamphlet issued by H. 
E. Okuma in the following articles : — 

Thirteen Tears of Japanese Fhianoe. 
April and, 1881. 

H. E. Okuma Shigenobu, who for so many years uaeful character 
past, as a member of the Government, had had charge of the work, 
of the Department of the Treasury, has performed a 
public service by the preparation and publication of his 
" General View of Financial Policy " which has prevailed 
during the thirteen years that have elapsed since the 
Bestoration. Whatever may have been the motive 
actuating Mr. Okuma to undertake so arduous a task as 
tiie compilation of the review in question, — ^whether as 
the prelude to asking for a foreign loan, as the vindica- 
tion of his own policy, or to exhibit to the world at one 
view a synopsis of the taxes, the resources, and the 
indebtedness of Japan, — the work has been well done. 
In a clear, succinct, able, and seemingly trustworthy 
manner, the entire scheme of taxation, what the country 
owes, what are its assets, its revenues, and its expen- 
ditures, have been laid bare to view ; and in such a 
manner as to justify a rational confidence in the 
.financial future of the Mikado's Empire, should prudence 
continue to guide the counsels of his advisers, and the 
country be spared the evils of foreign or domestic war, 
or bad harvests for a succession of years. 

Mr. Okuma alludes with justifiable pride' to the What it shows, 
great reforms which the Government, — of which he is 
generally regarded as one of the most trusted and ablest 
members, — has effected, and after enumerating the more 
important of them, he concludes by observing that the 
financial condition of the country is " not a bad result 
after aU." The public debt is shown to be not over- 
whelming, and is in process of reduction; the taxation 
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of the country has been simplified, and in some respects 
lightened, — ^yet it year by year yields more to the 
Treasury. The national wealth is increasing, the nation 
consumes more, and it produces more than it did ; it 
buys more and it sells more than formerly ; wages are 
rising, property is increasing in value, and were it not 
for the evils that an inconvertible and depreciated 
currency invariably entails, the outlook for Japan cannot 
be regarded, even by those disposed to take a rather 
gloomy view of the future, as being without some show 
of hopeful brightnesSt A Government that resolves to 
spend less than it receives, — should no great disturbing 
and unlooked-for circumstances happen, — must in the 
end get out of debt, or eventually find itself in the 
enviable position of being able to reduce the public 
burthens, or to incur such expenditures for roads, 
railways, canals, or other public works, as the conveiy- 
ence or interest of the country requires. 

The *' General View " of Mr. Okuma will well repay 
perusal, even by those unversed in the intricacies of 
national finance.' It is divided into sections, and each 
subject under a special heading is separately dealt with. 
Thus the first chapter is devoted to "Revenue and 
Expenditure;" the next to "Paper Currency;** then 
follow "The National Debt,** "Banks,** "Taxation,** 
" Government Assets,** with a final chapter on " The 
Condition of the Country.** The two last-named ones 
are rather imperfect in their details, and in some 
respects not so satisfactory as they might have been 
made. 

Commencing with the subject of national income 
and expenditure, the gross totals of each are given from 
1868 to 1879 (inclusive). Every year during that period 
— with the exceptions of 1872 and 1874 — is credited 
with a surplus, the gross aggregate of which in 11^ 
years is shown to amount to yen 53,520,000, and it is 
this sum which mainly constitutes the reserve towards 
the ultimate redemption of the public debt, but unless 
we are in error, much of the reserve is simple debt 
itself : i.e. paper money, and not, as it should be, buUion 
or specie. A reference to the report on the final 
accounts for 1868 to the first half of 1875 shows, how- 
ever, that for every year dui-ing that period there was a 
deficiency more or less great, which had to Tbe met by 
an emission of paper money. The extraordinary ex- 
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penses "which caused the excess were grants in lieu of - 
pensions, the Shimonoseki indemnity, the Saga insur- 
rection, and that expensive fiasco, the Formosan Ex- 
pedition. These altogether came to upwards of twelve 
millions of yen. To this must be added in 1877 the 
cost of suppressing the formidable Satsuma rebellion, 
which exceeded forty millions more. 

With respect to the paper currency, for the reasons Issue of currency 
pointed out by Mr. Okuma, the new Government had no "^ imperative, 
option, in order to maintain its existence and carry out 
its projects of reform, but to resort to the issue of paper 
money. Unfortunately the limits at which the incon- 
vertible kinsatsu could be maintained in circulation at 
par, have been so far exceeded that a decline to a 
discount of cent, per cent, seems in the estimation of 
many not unlikely to be realized in the near future. 

To-day, as the exchange tables record, 100 silver yen Depreciation of 
will purchase 182 in paper. The general advance in c«n^ency. 
prices of all commodities, whereby a larger volume of 
paper is required for the daily transactions, of life, to 
some extent stays the downward tendency. The con- Value may be 
version of the floating debt into an interest-bearing and 'Stored, 
terminable one, by the issue of bonds to the extent to 
which they are subscribed for, is a move in the right 
direction, and the redemption year by year, by extinc- 
tion, — in accordance with the scheme adopted by the 
Treasury — of a certain amount of paper money, will, if 
honestly persevered in, and any additional issue of satsu 
be entirely foregone, in process of time, by constantly 
withdrawing the surplus from cu-culation, bring the 
remainder to par. We do not attribute the impaired Depreciation 
value of satsu to any want of confidence on the part of the ^^^ ^ ex^ssiye 
Japanese people in their Government, which, all things ^^jjfidence. 
considered, is probably as good as any they are likely to 
obtain, but the issues — owing to the causes mentioned 
by Mr. Okuma — have been excessive, which leads to the 
result that, when real money is required for the purchase 
of imports, the competition amongst the possessors of 
iotsu is so great that they bid one against the other until 
they succeed in getting hold of as many dollars as they 
require, but at the expense of having to part with more 
and more of their fictitious money. A knowledge of the 
quotations of the unfavom-able rates of exchange pre- 
vailing in Yokohama, Osaka, and other centres of 
commercial activity becomes gradually diffused in the 
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interior, and has a tendency to teach the people that the 
paper money of their government is of a less value than 
its face represents, and their confidence in its exchange- 
able value becomes, in this way, impaired. A dread 
of a further and indefinite fall in value probably leads to 
the eflflux of bullion and specie to redress the foreign 
exchanges — which are generally against Japan, — 
accounts for the disappearance of most of the gold and 
silver from circulation. 
National debt. The National Debt, according to Mr. Okuma, reached 

in 1880, in the aggregate, nearly 358,000,000 i/en, which, 
deducting the reserve, leaves the debt at about 
800,000,000, of which he claims that a portion only, 
60^000,000 only l^ss than fifty millions, has actually been incurred by 
incurred by the the present government, — notwithstanding all the ex- 
present gor- pensive innovations it has introduced; the rebellions 
enunent. against its authority which it has suppressed ; and its 

raid upon Formosa. Taking into consideration what it 
has actually done, and what it has attempted, extrava- 
gance can scarcely be laid to its charge : the wonder 
Candid expoei- being that it is not more in debt than it actually is. To 
**n?ftiJri!S meet its maturing liabilities which have to be paid in 
toidmloanf * 6^*^' another foreign loan will, sooner or later, have to 
be had recourse to. Mr. Okuma's candid exposition of 
the financial policy of the Government is calculated to 
make a favorable impression abroad, and will make the 
transaction easier than it might otherwise have proved 
to be. 
National banks. The chapter giving reasons for, and detailing the 
history of the formation of the National Banks is not 
altogether satisfactory. These institutions are no doubt 
of service in affording facilities to trade, and have — ^by 
furnishing employment for the samurai pension bonds, 
Their influence — as the basis of the note circulation of the Banks thus 
on the currency, called into existence, — ^prevented them from becoming 
nearly unsaleable, but the extra inconvertible paper 
money which they have foisted into circulation, coupled 
with the issue of notes for state emergencies, has had 
the very disastrous effect of most seriously depreciating 
the currency, and this must be regarded as a set off 
against whatever of value the creation of these banks 
has yielded to the public. The holders of bonds have 
received interest from the State, whilst, on the other, by 
loaning the notes which they were empowered to issue 
by virtue of the bonds deposited with the Government, 
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they have earned a profit on them. Those who sold ' 
their bonds of course secured, by reason of these 
arrangements, a much higher price than they would 
have done under other circumstances. 

What Mr. Okuma tells us about the taxation of the Taxatkm. 
people is interesting. The abolition of a number of 
petty imposts which, probably, were nearly eaten up 
by the cost of collection, was a wise step. The tottd 
sum which the Government received from all sources 
during the financial year 1879-80 was 54,550,000 yen^ 
of which the land revenue amounted to no less than 
41,900,000 yen. Now the latter sum can, in reaJity, Land tax is in 
only be regarded as rent payable under the perpetual '®^^^"*^''*^- 
lease-holds under which natives and foreigners alike 
hold lands from the Government. Now by calling the 
so-called land tax by its right name, — land rent, — we 
are brought face to fact with the fact that owing to the 
Sovereign being regarded as the lord of the soil, only 
about one-fifth of the income of the State is actually 
derived from taxation ; which demonstrates the general 
poverty of Japan, and the inability of its population to 
bear taxation. It is worthy of remark that of the total Customs duties. 
12 millions so raised, the tax on foreign commerce — 
the duties of customs — yield, without any further 
increase, about one-fifth. With respect to the payment 
for land, the Government may claim credit for the 
introduction of a more uniform assessment than former- 
ly was possible under the old regime. The three per Moderate basis 
cent, basis on the capitalized value of the land which o^ ^«i<i rent, 
the Japanese agriculturist has to pay, is less than the 
English farmer has to give to his landlord, whilst the 
locaJ taxation in which he is amerced is probably on a 
much lower scale than the English agricultm*ist has to 
submit to. Meanwhile the Government has, in some 
degree, lowered the rent of land, but it has increased 
general taxation, to which, of course, the farmer has to 
contribute his quota. As a rule the Japanese peasant Poyerty of the 
is poor, but this is not so much owing to the price he P'^®^"*^"*®"^^ 
has to pay the state for his holdings but to the ^ * ^'**^8- 
fact of their being so miserably small, to the 
absence of the profits derivable from live-stock, and 
the lack of capital to fmnish himself with manure 
and the best implements of husbandry. The fand 
under cultivation is not rich, and it is too much 
subdivided to secure to those who, literally, till it 
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by the "sweat of their brow" more than a baxe 

subsistence. 

Advantages When the Government, not foreseeing that its paper 

^^^^^^j^^® money would fall to a discount, consented to receive it 

govemmJit ^^^ ^^ farmers for rent, in lieu of payment in rice, it 

conaentmg to unwittingly gave to its native tenants a great advantage, 

receive cunrency fQj. ]yj gellmg only a portion of their crops they realize 

mj^ymen o ^nQ^gh {j^ depreciated paper to pay their landlord, who 

at the same time has got to pay out additional paper, 

to buy rice, and other supplies required by the army 

and navy, which it has to feed. The fanning class is 

waxing prosperous, whilst the Government suffers. 

Moreover, the Government, by losing its hold on the 

rice crop, lost a source of providing ready money which 

sales for export would have secured. Too late the 

Government has discovered its error ; but after much 

consideration it has had to abandon the project 

of reverting to its former plan of receiving its 

rents in kind, because likely to arouse the farming class 

into rebellion. 

On the whole The chapter on ** Government Assets" and the 

a very *< Condition of the Country " — ^which are, in some parti- 

andS^SSory ^^^^8* rather weak, — we reserve for another occasion, 

document. as the observations we have made on the preceding 

subjects treated with so much ability and clearness by 

Mr. Okuma, fill all the space at our disposal to-day, but 

we have no hesitation in declaring that the " General 

View of the Financial Policy " which we have had under 

review is the most comprehensive and satisfactory 

document that has ever emanated from the Japanese 

Bureau of Finance for the information of foreign 

readers. 



April 9th, 1881. 

Public curioaty The elaborate memorandum on the Financial policy 
aroused. of Japan during the thirteen years that have elapsed 

since the abolition of the Government of the Shogun, 
prepared and made public by H. £. Okuma, has been 
extensively read and studied, more especially just now, 
when trade is in such an imsatisfactory state, — owing 
principally to the depreciation in the paper currency, — 
that it is but natural that considerable curiosity as to 
the causes of the decUne in the Government's credit 
should exist, coupled with general anxiety on the part 
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of the commercial classes, foreign and native, who deal 
in imports, as to the commercial ontlook daring the 
course of the present year. 

Mr. Okuma's frankness and explicit avowals with Beaaanring 
regard to the emission of paper money, and the extent chara^ of the 
and nature of the public debt, have measurably tended P*°*P*^®*- 
to create a feeling of hope, that as the internal tran- 
quillity of the country seems to be assured, the measures 
of retrenchment in the expenditure of the country, to 
which the Government has committed itself, stand a 
reasonable chance of fulfilment. A possible war with 
China on the paltry Loo Choo issue is the only dark 
cloud on the horizon ; but this, it is to be hoped, time 
and negotiation on the basis of mutual concession, will 
dispel. With peace assured, and economy pursued, 
there is nothing in the condition of the finances to 
justify the gloomy apprehensions which in some quarters 
have been expressed. Measured by the heavy indebted- 
ness under which some States have managed to stagger 
along, the figure cut by Japan is neither appcdling nor 
disheartening, fot Mr. Okuma shows that not only is 
the annual income of the country sufficient for the 
pxurposes of Government, but that there is a surplus, 
which applied as a sinking fund, will not merely retire 
in less than the life of a single generation the whole of 
the inconvertible paper currency, but will be sufficient 
to extinguish every other form of debt included in his 
financial statement. These are the conclusions which 
his calculations and arguments reach, and every friend 
of Japan will trust that the integrity of his figures may 
prove to be beyond question, and sincerely wish that his 
hopeful anticipations may be realized. But basing our 
opinion on what has too frequently occurred elsewhere, 
with respect to creating sinking funds for the payment 
of national indebtedness, we have our doubts as to 
whether, in the course of events, disturbing circum- 
stances of one kind or another will not be sure* to 
supervene to play mischief with the Finance Minister's 
anticipatory arithmetic. Experience will most likely 
prove that the result he is solicitous about mil only be 
in part attained, and with that, Japanese financiers of 
the future will most probably have to be satisfied. 

The last section but one of Mr. Okuma's recent Government 
review of the finances of the Empire, gives an account aaeets. 
per contra to its indebtedness, of what he calls *' Gov- 
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emment Assets/' and the concluding chapter is headed 
** Condition of the Country." This way of preparing a 
national statement is not usual, and wears a certain air 
of simplicity rather calculated to provoke a smile. 
Usual oourae Governments that publish budgets mostly content them- 
puraued by selves by giving a statement of their annual income and 
goremments. expenditure, taking no account, except in those cases in 
which they purpose to realize, of any of their assets on 
hand ; for apart from its inutility, such a statement, 
from the nature of the attendant circumstances, must 
necessarily be extremely incomplete, and can have but 
Imperfect little practical bearing on the future. What seems odd 

«^2^/>'^^is, that Mr. Okuma should speak of "Government 
MseU^ assets " as entitled to special mention, as though the 

particular forms and portions of national property 
actually in the hands of the Government itself, constitute 
tiie assets upon which national credit is based. These 
are but extremely small and partial elements in a com- 
prehensive survey, which includes factors and resources 
which are quite outside the Minister's enumeftition. 
Every one. knows as matter of fact that this Government 
has made large expenditures for a variety of public 
purposes of which the major portion will remain as a 
permanent inheritance. Railways, Lighthouses, Tele- 
graphs, the Mint, Arsenals, Docks, Public Buildings, 
Boads, Bridges, Harbour improvements, and other 
public works, the value of which is perennial. The 
organization of the departments, and of the whole 
machinery of Government, and of education, civil, 
military, and naval, all represent not merely advance- 
ment, and more or less of adequate efiSciency, but a 
considerable money value too, measured by what they 
have cost to bring them to their present standard. It 
we would make an inquisition into the ability of Japan 
to pay its way, we must not alone take stock of the 
Aflsets that comparatively small amount of property in the hands 
ought to be of the Government, and under its immediate control ; 
considered. ]^^j ^q jj^^g^ consider what are the capabilities of its 
soil, and its mineral wealth, what is the numerical 
amount of its population, and their general condition, 
whether wealthy or otherwise, — ^what the habits of the 
people, and their capacity for labour, what taxation they 
can be made to pay, the strength of its Government, 
the permanence of its institutions, and so forth ; — in 
fact| the country and its peoplci as a whole, furnish the 
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onl^ comprdieiudUe and reliable basis on whioh a 
xafaonal calculation can be made as to the ability of its 
Oovemment to meet its present or probable fature 
pecnniary engi^ements. 

It is not a little singular, that whilst Mr. Okuma has PabUo lands, 
been particular to tell us exactly how many trees are to 
be fonnd growing on the public lands (which nobody can 
tcJl)t he has omitted to mention the acreage of Ja^an, 
the entire fee simple of which is vested in the Sovereign. 
If a rental assessment of three per cent, upon its Their onntal- 
eapitalised value yields 40,000,000 yen per annum, then i^d value. 
its worth as an asset reaches 1,820,000,000 yen, — 
provided always that there is a sufficient population to 
tin it, and to pay for fuid use its products. It is mani- 
fest, tiien, that Mr. Okuma, when he asserted that 
Japan, according to the comparatively insignificant 
BMeia mentioned by him, possessed far more propcnrty 
than would suffice to cover its pecuniary liabihties, 
unwittingly much understated his case. If it were 
possible to appraise Japan, and the energies of its 
people, it would be found that they would probably be 
wonti, at the very least, from ten to twenty times as 
much as the country owes. 

"Whilst by no means of opinion that the natural Opinion is not 
resources of Japan, whether mineral or agricultural, are ^^^^ 
particularly or noticeably great, or that its population S^Sarces. 
18 especially hardworking or prudent, nevertheless, it 
has uie promise of a moderate future before it. With- 
out eiq^ecting too much bam its Oovemment — ^for a 
Government is seldom found to differ widely from the 
peMde whose nSam it administers — ^a condition of 
moderate affluence and tolerable content is before it. 
Wealthy we do not at all think it will ever become ; the Country may be 
advantages conferred by nature, with the exception of ?^"*f}*?^j ^^^ 
lelimate, and the love of indolence and pleasure of the S^ waufhyT^ 
feople themselves, forbid it. The Japanese are a happy 
race, and being content with little, are not likely to 
achieve much. To them, the past is coupled with few 
regrets, the future has no disquieting solicitudes ; to 
stake tiie most of to-day, and to enjoy it to its full, is all 
that is asked by the great majority. 

To Mr. Okuma, and his colleagues, associated with H.E.Okamaaad 
bim in the Government, the credit belongs of having, in ^ ^^^^?S? 
file exercise of a creditable spirit of imitation, endea- ^^^^^ ^^'^^^ 
soured to lead tiiie nation forward^ in almost eveiy 
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department, from an unprogressive and inactive past, 
to become more abreast of the advanced nations of the 
West. To accomplish this, the prejudices of centuries 
of seclusion have had to be encountered and to be over- 
come. The idols of popular belief of the past have been 
rudely shattered by the march of events. The nation 
subjected to changes so radical, and so rapid, has had 
to submit to suffering : that its finances should, by the 
process, not have been more disordered than Mr. Okuma 
BeUef encourag- has told US, is certainly surprising. That the country 
ed that the^ should have undergone so much, and should have been 
an"tlSt^ * ^^ ^ittl® harmed by it, encourages a belief that the worst 
claims wiu be has been passed, and that the claims of its domestic, as 
^^^' well as its foreign creditors, will ultimately be met. It 

may require the exercise of some degree of patience 
before such a consummation can be reached, and it is 
possible that Mr. Okuma may believe in its possibility 
sooner than others who take a less hopeful view of the 
financial situation ; but there is nothing in what is at 
present known to forbid it. What the future has in 
store no one can forecast with certainty ; but it is not to 
be denied that Mr. Okuma's exposition of the past 
thirteen years of Japanese finance cannot fail to lead to 
a better understanding of the subject than was possible 
before. 



CHAPTER IV. 
Pablio attention TowABDS the close of 1878 the decline in value of 
ciatiMi in 1878?' Currency attracted much attention. Fluctuations had, 
previously to that time, been confined almost solely to 
the demand for specie or paper caused by the require- 
ments of native traders in their transactions with foreign 
merchants; but as the national banks increased in 
number, and notifications were constantly being published 
authorizing these banks to issue notes, a feeling of alarm 
gradually spread throughout the better informed classes, 
which extended, at the end of the year, to all parts of the 
country and led to the anticipated appreciation of com- 
modities. Journalists and others who endeavoured to 
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aseertain the cause of depreciation were very much in 
the darky little or no information being obtainable from the 
finance reports annually issued. From such scant means 
as were at their disposal conclusions were drawn which 
subsequent knowledge and the course of events seem to 
justify almost in their entirety ; and the following series 
of articles were written with the view of attracting the 
attention of the government to the danger of the finance 
policy then being pursued, and to recommend remedial 
measures which, practicable at the inception of depre- 
dation, have since become impossible. 

National Banes and Papbr Currency. 

Japan Oazette, September 18y 1878. 

The announcement recently published and following creation of new 
close upon the financial statement, that nine new banks, 
banks have been established within six weeks ; and the 
consequent reflection that, if none of the earlier institu- 
tions have collapsed or disappeared altogether, there are 
now in existence one hundred and twenty-nine " national 
banks,^' calls for some comment. The official statements 
show the issue of paper currency on the dates given 
below, and taking the market values of kinsatsu on those 
dates we find as follows : — 

Kinsatsu outstanding, or in dollars. Depreciation. DeDreciation in 

1 July 1875 94,803,819 91,248,676 317^ thrbe years. 

1 Jnly 1878 120,927,209 111,857,668 7i 7, 

17 Sept. 1878 120,927,209 108,834,478 10 % 

If these figures can be relied upon they show that an 
increased issue of 27.5 per cent, of paper currency 
caused a decline in value of the whole issue of 3f per 
cent., equivalent to a discount on the extra sum issued 
of 17.35 per cent. This depreciation took place in three 
years, and in the two and one-half months which bring 
us up to the present date (17th September, 1878) there 
has been a further decline of 2^ per cent. This steady Depreciation 
fell is beginning to make itself felt when large transac- ^©it in the 
tions are entered into in the country remote from the ^^*^y- 
treaty ports, and grave apprehensions are now enter- 
tained as to the probable result of any increase of the 
sum afloat. It would appear that the point of absorp- Farther issues 
tion is passed, and that, as the country can take no °^^^ stopped. 
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more new paper without depreciating the whde issue by 
at least the equivalent of the extra sum put into circula* 
tion, some guaranty is required that the further issue 
Certaintjr of no of paper is effectually stopped. If confidence could be 
farther increase felt that the government would put into instant opera- 
oc^^eT^ tion very stringent regulations against any increase of 
paper, there would be sensible relief felt by all classes : 
but it will be evident to many that if there are to be 
further public issues there must be further depreciation, 
which will be sufficiently serious even when the reason 
is distinctly known ; if, however, the issue is inoreased 
privately, secretly, or indirectly, its discovery will result 
in a crisis little short of disaster. 
Is there a limit There is no intention to throw discredit upon any of 
to the banks' the banks recently formed, therefore assuming they 
"'"®* have tiie capital notified by the government, the ques- 

tion arises whether all or any of them have the privilege 
of issuing paper money in proportion to their specie 
ci^ital. This question naturally follows consideration 
of the facts that the Nobles' Bank was formed for the 
purpose of enabling government to re-ismie fifteen 
millions of paper, and of a notification recently publish- 
ed, No. 19, by the Okurasho, authorizing the 74th 
National Bank to issue a further amount o( paper 
money ; without specifying what the extent or limit of 
that issue is to be. We believe it cannot be denied that 
htaikB have hitherto had the privilege of issuing paper, 
and are quite certain the country is under that impres- 
sion ; it would tiierefore be judicious in the government 
to allay the fears of their own countrymen by declaring 
how much money in paper each bank is allowed to 
ciieulate, because the people are beginning to under- 
stand that one of the principal causes of the depresiuon 
of their trade is the steady, but unknown, increase in 
circulation of a currency destructible but unredeemable. 
Information is These questions are not propounded for the purpose 
wanted by the of gratifying the curiosity of the world at large, to whom 
Japanesepeople. jj^g finance minister's report may be said to be ad- 
dressed through the medium of the Daijo Daijin, but 
expressly for tiie satisfaction of the people of Japan who 
are principally interested. If the government can say 
tiiat the banks recently formed are not allowed to issue 
paper money, fuid have not been chartered for that 
purpose, a great deal of good will be done by preventing 
a farther d^line in the value of kmsatsu,- but if the 
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gpveminent cannot, or refuse to make such a declara- 
tion, people will consider themselves entitled to persist 
in their belief that paper money is continually on the 
increase in proportion to the increase in the extravagant 
nmnber of national banks already formed. 

The financial statement explains that last year's Paper money 
estimates did not accord with the results; the amount J*^*?^^^^ 
of paper money has been increased, and new debts y^t ro^re fund 
inemri^ by the government ; nevertheless, on comparing grows larger, 
this year's report with that of last year, it is clear that 
the reserve fund in the hands of the government has 
increased by 15,441,995 yen: and as, during the six 
months ended 80th June last, the official returns of 
trade show the export of bullion to have exceeded the 
import by nearly five million yen, the increase in the 
reserve can only be in kinsatm or government promis- 
soiy notes. If this is not so, and the increase of reserve 
is to be understood to consist of bullion, Japan will then 
appear before tibe world as a bullion producing country 
on a par with California and AustrsJia, a position she 
has not yet had the hardihood to assume. 

There is no hope of this important subject being Popular opinion, 
discussed in Japanese newspapers, the conductors of 
which seem to avoid all matters of common interest. 
It is therefore essentially necessary that the government 
should learn something of the opinions of the people, in 
order that they may consider the propriety, during the 
present unhealthy fluctuations of paper currency, of 
establishing any more so-called ** national banks." 



FlNAKOE. 

Japan Gazette, October 24, 1878. 

The great anxiety j^revaiUng in regard to the future Further issues 
of paper currency is likely to be vastly increased by the <>' ^^^^ »o*^- 
official notifications of the 28rd October 1878. The 
acting finance minister has authorized the 89th, 40th, 
4lBt, 104th, and 120th National Banks to issue a further 
unlimited, even unspecified, sum of paper money to be 
secured by a reserve of government satm equivalent to 
tiie value of the bonds these banks may respectively 
deposit with the finance department. In any case the Alarming 
piobable large increase of a currency long past ttie <ii»«acter of 
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notifications, point of patient absorption would be matter of seriouB 
moment, but at this time when the whole trade of the 
country is paralysed, and a state of panic may be said 
to reign, the notifications in question are of an alarming 
character. 
Appreciation of We have distinct and ' trustworthy information from 
S™"t^^"* the country concerning the altered values of govem- 
thein or. ^^^^ ^^^ national bank paper. As might be 
expected, silk-dealers, growers, and general traders are 
aware of the depreciation, and in their business transac- 
tions now arrange their prices accordingly. The altered 
values of paper are therefore not confined to the coast 
ports open to trade, but are felt in all the interior 
Notifications are markets. So extraordinarily contradictory are facts in 
^^»™"*^^^the shape of yesterday's notifications, and reports 
to beabout^be Current to-day that, upon grounds of substantial reason, 
undertaken by we decline to credit the current rumour that the 
goYemment. imperial government are about to decide, or have 
already decided, to take up a quantity of their own 
paper money in the hope of arresting the fall which is 
having at home, and abroad also, such serious effect 
2,000,000 yen in upon the national credit. It is said that the sum of two 
sp^e tobeused n^Uions of yen in specie, to be taken from the treasury 
^^"^^^'^' reserves, wiU be expended for this purpose during the 
Change in flnan- next two or three weeks. Should, this rumour be 
^P^^^^'^y correct, and the plan be resorted to, the government 
real remedy. ,^^ ^ ^ ^^^ ^^ ^^^^ ^^^^ ^^^ disappointment that the 

causes of the discredit into which their finances have 
fallen lie too deep for any permanent amendment unless 
a thorough and radical change of fiscal and economic 
policy is made. The import trade of the country is almost 
suspended owing to the depreciation in currency : export 
trade is languishing for it is hampered and impeded by 
unfair monopolies : distrust is felt because some of the 
ministers are, we would fain think improperly, beUeved 
to be suppnorters of projects detrimental to the state ; 
and there is a growing fear for the future which would 
be manifest were it not for the rigorous and repressive 
laws which silence the native press, and deprive the 
government of the only source open to them for ascer- 
taining the sense, or feeling the pulse, of the people. 
Opinion of the Tha Akebono Shinbun in an article on the 28rd instant 
AMnmc Shinbwn. g^yg^ " Whatever originated the depreciation in paper 
** it is quite certain that to restore it to its origmal 
^ value is as difficult a task as to stop a round stone in 
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" its rapid descent of a steep mountain : and that if the 
" government will not take decisive measures to grapple 
" with the difficulty there will be no end to the depre- 
" ciation of paper money until it becomes even beneath 
''the attention of the gatherer of waste and refuse 
" scraps in the streets." This is language very much Inadequacy of 
stronger than any foreign journalist has ever used, but pw>^ed 
it is truthful and emphatic. Surely the government'®™ ^* 
will not delude themselves into a belief that a " sop to 
Cerberus " in the shape of a purchase of two million of 
yen worth of paper currency is, or can in any way be, a 
decisive measure calculated even to improve temporarily 
the gloomy outlook. True, the speculators in money 
may be gratified by a redemption which shall enable 
them to recover specie even at a heavy loss, for it is 
now almost a certainty that holders have no chance of 
realising any quantity of their purchases at the present 
quotations, but must submit to a much greater discount 
than 21^ per cent. What is really required to restore 
confidence in the sincerity of the government is a 
thorough reversal of all the empirical schemes and un- 
sound ^nancial undertakings which have, during the 
past five or six years, done so much, perhaps irreparable, 
mjury to this country. 



Japan Oazette^ October 81^ 1878. 

A few days since we expressed in this paper the Sonndness of 
opinion held, we believe, by every foreign banker and ^^^^^ opiniong. 
merchant in this settlement, that the attempt of the 
imperial government to improve the vaJue of paper 
money by forcible measures, or threats that such mea- 
sures would be adopted, would be utterly futile. For 
three or four days the nominal market value of satm 
advanced, and the advance was helped by the consider- 
able amount in dollars paid by foreigners for silk and 
silk-eggs. On the 80th ultimo the rate was ten 
per cent, discount ; on the 81st at five o'clock it was 
14 per cent, discount. The imperial government must Coercion vain, 
learn how vain it is to try to coerce the native traders 
into putting high valuations on the excessive issue of 
unsecured paper; for it is plain that the money 
changers, if worried by official orders and interference, 
will act as the Osaka and Hakodate merchants act^ that 



Digitized by LjOOQ IC 



m 

Kothin^ but iB, by giruig up basiness alto^ther. The time tf past 
rate^ ^ *bL ^^' expedientB of this description ; what is wanted is 
^^^^^^^ thorough reform in the financial syst^n of the empire, 
and a radical change in the persomiel of the spending 
departments. If this second requirement is disregarded 
the nation will not place any faith or oonfidence in the 
schemes, however sound they may be, of those mmnben 
of the govamment who have held offioe while the nation 
has been steadily drifting into embarrassment now of an 
akurming character. Hope that beneficial changes will 
be commenced is seemingly at an end, and the prs- 
vailing belief is, that Bcmie of the present Samgi are too 
far committed by expressed opinions, or pronounced views, 
to the maintenance of the existing order of tilings, to 
supp(»rt, witti sincerity or cordiality, any policy having 
for its chief oligects retrenchment, reform, and p<qpular 
representation. 



Thb FmAKoiAL Lesson. 
ToHo Times, Naoember «, 1878. 

Variations in The correctness of the views maintained in tiiese 
SOTtecJ *^^ *^ ^^l^i^^^'U^s* ^V^^ *^® subject of the national currency of 
latora aid^^' Japan and its relations to Mexican silver, is abun- 
the Yokohama dantly confirmed by the tables of exchange published 
journals. j^ Yokohama newspapers during the week. From the 

abnormal rate of twenty per c^it. premium, to which 
the foreign coin was forced by some process unknown, 
it returned on Monday to the more reasonable figure 
of ten per cent., and on Thursday stood at fourteen. 
Whether it will or will not remain at this point is 
immaterial. The fact that it could not be consistentiy 
held up to the exaggerated standard, notwithstanding 
aU the efforts of speculators and the encouragement 
afforded them by the Yokohama journals, shows that 
tibe sudden rise was without any adequate cause, that 
the ominous predictions based upcm it were invalid, 
and that the Japanese writers who suffered themselves 
to be led astray by them were simply the victims of 
a delusion or an imposture. Whatever may happen 
hereafter, whether Mexicans continue at par or fly up 
to a hundred, it is to be hoped that those who have 
to deid witii d(miestic finance will keep in mind this 
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g^rnafieant experience, and never again forget that the 
** depreciation " of a country's currency can be measured 
only by its connection with the internal transactions of 
that country, and not by its capacity to purchase foreign 
specie or foreign wares in which the merest fraction of 
the populace is concerned. 

A few spasmodic attempts have been made by Eng- Erroneous 
lish organs to attribute the returning iBuctuation to some reflections 
mysterious and incomprehensible, if not illegitimate al^p^^SSon. 
cause. When the price of silver soared to an unusual 
height, we were assured by these oracles that it was the 
result of immutable monetary laws, and that no power 
could arrest the rise without a complete change in exis- 
ting conditions. Now that it has fallen, the cry of in- 
evitable destiny is suddenly hushed. We hear no more 
of the financial book of fate, but a new and originsd 
theory is invented to meet the exigency. In other words, 
the sauce that served so daintily for the goose affronts 
the palate when taken with the gander. It is a poor 
rule of exchange that will not work both ways, as, we 
trust, all intelligent Japanese observers have by this 
time discovered. But, lest any should stUl be misled, 
let us examine the novel and remarkable solution of the 
decline in Mexicans, as expounded by one of its origin- 
ators. Briefly, it is all the work of government. Orders Offldal inter- 
have gone forth, and the police have warned the money- '^'^^^^ ^^ 
changers that the rates of exchange must not rise or °^^^®^^^'**^^"' 
Sail beyond a certain point. There is the whole of it. 
We will not stop to consider whether those who have 
put forward this astonishing statement have done so in 
good faith or not. Undoubtedly it seems incredible that Statement 
anything so preposterous should be seriously and P'^P<^"*'««««- 
conscientiously believed in ; but the story is before the 
public, in black and white, and is certainly circulated 
^th the intent to produce some sort of an impression. 
The government, then, through its agents, has brought 
down the price of Mexican dollars by ''threats addressed 
to the money-changers." In the fijrst place the money- Money chancers 
changers of Yokohama, with very few exceptions, are all *^ Chinese. 
Chinese, over whom this government has no power ; 
but, waiving that particular for the sake of further in- 
vestigation, we will consider what the authorities are 
supposed to desire, and how they are understood to 
carry out their wishes. It is taken for granted that 
they are anxious to see the difference between Mexican 
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dollarB and kin satiu reduced. To effect this, what mwl 
be the nature of their instructions to native money- 
changers ? Shall they tell them to sell Mexicans at the 
rate of one hundred and ten yen for one hundred 
dollars, and no higher ? They may tell them so to all 
eternity, but unless the foreign holders of Mexicans 
choose to part with them at that price, or lower, the 
money-changers cannot execute the decree. It is a flat 
impossibiUty. Shall they tell them not to give, in buy- 
ing, more than one hundred and ten yen for one hundred 
dollars ? That is just what they would not do, if they 
could help it, under any circumstances. It needs no 
government admonition to keep *them from throwing 
their money into the pocket of the first comer. In plain 
truth, mere ofi&cial orders in such a case can effect 
nothing, apart from an ab-ohitt^ stoppage of all exchange, 
unless foreign dealers, as well, voluntarily submit and 
cooperate ; and if they do tins, it indicates more strongly 
than ever that the recent increase in silver was a trick — 
a sort of " comer '* on the part of over-confident holders. 
Ooone of trade In the ordinary course of trade in this neighbourhood 
requireg traffic in there is always a certain number of Japanese merchants 
foreign money, jigp^g^^ ^0 buy Mexicans. If they find they must pay 
an exorbitant premium for them, they will retire and 
w^it, — unless caught at a sudden disadvantage and 
compelled for once to yield to extortion. That is un- 
doubtedly what has just occurred. Possessors of Mexi- 
cans — Chinamen or others — thought they could enliven 
their trade a little by pushing up the price of that coin, 
and they were helped, consciously or unconsciously, by 
the onslaughts upon Japanese credit in the Yokohama 
newspapers. For a little time the native tradesmen endured 
it, but when they discovered that the flight was too high 
/ for them, they ceased to deal. Then, as was to be antici- 

Oanses of the pated, the rates came tumbling down again. This, we 
late "flurry." confidently believe, is the sum and substance of the late 
flurry. As to government interference, one way or the 
other, it is the wildest fancy that ever entered the mind 
of man. As we have shown, such a course could, at 
most, have no result beyond that of producing a cessa- 
tion of business ; and that will come about of itselt, if 
excessive rates of exchange are adhered to, without the 
interposition of any kind of peremptory authority. 
Over-iasue a Concerning the possibilities of the future we have 

mert goess. said nothing, for it is not in our pow^ to forecast ihem, 
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and we shall not imitate our contemporaries in the 
settlement by pretending to gifts of omniscience and 
prophecy. They have no direct information upon which 
to found their assertions that a vast over-issue of paper 
money is now in progress. It is all a guess, and, we 
suspect, a bad one. If there should be an unwarrantable Over.wsue 
over-issue, it will bring its own consequences but those ^J^"" ^^^^ 
consequences will concern Japan alone, and neither 
foreign ministers, consuls, merchants nor newspapers 
will have anything to do with the matter. On the other Fluctuationa 
hand, as we have steadily held, the minor question of a ^^^^^^\^^ 
rise or fall in Mexicans does not and cannot materially ^^^ oAhis^ 
affect the interests of the people of this country. To cotmtry. 
say that they are " struck with consternation and dis- 
may " is mere blind and staggering rhetoric. They 
know nothing about it, at all. The comparative few 
who have to do with foreign money or foreign wares will 
doubtlesB find it nece.s.^ary to readjust for domestic 
customers the prices of their stock if Mexicans continue 
at a premium, and, in fact, the government has, in one 
particular, promptly provided against losses on this 
account. The telegraph bureau announces that for 
messages going abroad, an increase of ten per cent, 
above the estabUshed tariff will be charged, — and the 
reason is obvious. Japan must pay for the passage 
through foreign countries at foreign rates, and must 
make collection here accordingly. But it is also notified 
that " no extra charge will bo made for transmission in 
Japan." That tells the whole tale. Up to this time Prices remain 
the cost of everything Japanese remains unaltered ; and '"laltered. 
there is nothing in the present condition of affairs to 
prevent it from continuing so, unless public confidence 
should be disturbed by unfair influences from outside, 
or by reckless and untimely agitations within. 



Dbpbeoiated Gubrenct. 
Japan Gazette, November 12, 1878. 

The Toldo Times, in an article for that journal inaccoraciea 
singularly temperate in language, but intemperate and u^c^s:^°^e>^tin 
unsound in argument, attempts to demonstrate that the ^tij**^^®*^^ 
fluctuations in Japanese currency are the result of 
particular methods adopted for the purpose of spreading 
discontent, and producing a financial panic among 
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Japanese. If our contemporary were acquainted, even 
in the most superficial manner, with the conditions 
necessary for a sound and prosperous trade, he would 
not have been guilty of the inaccuracies which form the 
Currency should bases of his arguments. The first and most important 
be a.t par with element in trade is that the currency of the country 
should be at par with specie. If that desideratum is 
impossible to obtain then it is more desirable to have 
the Mexican dollar — or 'American silver' — at a dis- 
count than at a premium. This proposition needs no 
demonstration. It clears, however, the foreign com- 
munity from an accusation which would be grave if it 
were not absurd. 

The assumption that the issue of satsu is excessive 
does not originate with the Yokohama newspapers. The 
opinion was entertained long ago that the issue of paper 
money had passed the point* of absorption ; and that 
any further issue, or the want of some assurance that 
circulation would not be increased, would be hidbly 
prejudicial to the value of that already current. The 
decline is but the natural consequence of the uncertainty 
as to the actual amoimt issued; an impression held 
by the people which has done more injury than pro- 
bably any other cause to the credit of the govern- 
ment. 

It cannot be that our contemporary has forgotten 
the sum of paper admitted by the finance minister ; its 
subsequent increase by 27,000,000 yen ; and the impres- 
sion made by the establishment of the innumerable so- 
called national banks, which the people unquestion- 
ably believe are but the media for the circulation of 
further sums of saUu. The recent heavy transactions 
in the disposal of .government interest-bearing bonds in 
exchange for 'notes' issued by these banks — notes 
secured by new satsu from the Okurasho printing presses, 
and issued to the banks upon the security, and to the 
extent, of all the bonds they could purchase — ^the 
purchase of over thirty million yen of these securi- 
ties publicly announced by the Japanese papers : the 
comments instantly made upon the movement by the 
foreign press, and then — ^the silence which leaves it an 
open question whether these operations are being con- 
tinued or are at an end. General belief points to the 
continuance of the system of purchasing these bonds : 
it is clearly the interest of the government to exchange 
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their liabilities on interest-bearing paper to a liability 
for paper that, like satsu, bears no interest : no notifica- 
tion has yet been published abrogating the decree of 
the 9th September ; while inquiry shows that transac- 
tions in pursuance of the permission to sell, are daily 
taking place. Questions of a most pertinent character Oovenment 
have been asked. The government have been "^'^ted ^^^^S^**^** 
to declare the exact issue made by them and by the dedS^Sw. 
national banks ; the only answer must be gathered from 
^e notifications of similar character to those of the 2nd 
July, tl^e 10th September, and the 7th and 28rd October, 
announcing that more banks may issue more, and 
unlimited sums of paper. The ''trail of mystery " Uncertainty of 
which surrounds the question of how much currency is M«>e hM done 
floating, how much is being issued now, and will be ^J^^^^^ ^ 
hereafter allowed to be put into circulation, has done 
the injury to the credit of Japan with her own 
people which inflicts upon trade so serious a blow. 
With all this before us, we are told that the 
causes of depreciation are not natural, but forced 
on to gratify the wishes of a certain section of the foreign 
community: and that, instead of being alarmed, we 
should have perfect confidence in paper until the gov- 
ernment come forward and say ' we have made an over- 
issue ; look out for yourselves.' 

If we refer to a recent valuable report prepared by Beserre fond is 
Mr. Mounsey on the financial statement for the year intended for 
ending June 1878, we shall find a highly significant ^^*j^^^ 
passage. Touching upon the increase of 10,690,122 depxeciAtion 
yen in the reserve fund in one year Mr. Mounsey of oozrenpy, 
says: — 

This large inorease forms tbe third remarkable feature 
of this year's estimates; for it will at onoe be asked, 
whence come these 10,690,122 yen, and why were they not 
applied to defray part of the expenditure caused by the 
insnrrection P The Minister of Finance has himself en- 
abled me to answer these two questions. . . . With 
respect to the second question the Minister of Finance has 
not expended these balances because he considers it of 
great importance that the Government should have a large 
and permanent reserve fund at their disposal. Japan, he 
says, is not a country from which the Government can 
always count on readily obtaining money, either by loan or 
increased taxation, and its rulers must consequently be 
profided with other meant of meeting sadden and extra* 
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ordinary emergenoies such as the late Satsnma inBarreot 
tion. Besides this, a large reserve fnnd is reqnisite io 
prevent the depreciation of the paper enrrencj and other 
Government bonds. 

rendered pro- This statement is remarkable taken by itself, and 

baUe by recent more SO in connection with the next sentence uttered by 
the finance minister which indicated that the large 
increase then made to both paper money and bonds 
rendered the contingency, against which he had provid- 
ed, quite probable. His anticipations were soon verified; 
but a few months later and a feeling of insecurity akin 
to panic seized a large section of the people. This fear, 
however, was the result of belief in further issues than 
those admitted to have been made by the finance 
minister ; a fear which could, if untrue or unfounded, 
have been at once calmed by a simple authoritative 
The reserve fund notification that no further issue would be made. What 
nevOT nsSTte ^^^ really done to stem the tide of depreciation was not 
this purpose. the devotion of any part of the reserve fund to the 
purpose for which the finance minister assured Mr. 
Mounsey it was intended, but measures of a different 
character, partaking more of pressure than of re-assur- 
ance, were adopted. 
Over-issue and To be brief : the depreciation in satsu is due to a 

inconvertibUi^ deeply rooted belief that the issue is excessive and un- 
^MM epre- j^jj^j^^^ . ^^^^ worse still, that it is absolutely inconver- 
tible. The consequences are natural, and it is vain to 
hope for any improvement until a radical change be 
made in the financial system of the empire. 

How confidence. The only proof that want of confidence is due to this 
or stability of belief, would be afforded by a government notification 
restor^i! declaring, in positive terms, that the further issue of 

paper is absolutely prohibited; and that steps will 
forthwith be taken to recall all that now floating and to 
replace it by a new form of note, for the purpose of 
determining within a given time, one year or more, the 
exact amount of national liability on promissory notes. 
If such measures as these were adopted, and the people 
could be assured of their bondjide character, the instant 
results would be the fall of * American silver ' to par 
with Japanese currency ; and the effectual dissipation of 
impressions which, however erroneous they may be, are 
the bases upon which all the difficulties of the present 
monetary crisis rest. 
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November 18th, 1878. 

If the notification, published in another column, Further proof 
authorizing four national banks to issue notes, had ®' over-iasue. 
been dated one day earlier, the argument in our ajrticle 
on " Depreciated Currency " {^) would have been much 
strengthened. The Tokw Times informs us that an 
exeessiye and illegitimate issue of satm is an incorrect 
assumption, and ''that no one is aware of anything 
" of the kind." We are further told that " No item 
"of evidence has been adduced to demonstrate con- 
"clusively that an inundation of paper has been let 
"loose over the land." To both these statements we 
take unqualified exception. The belief in an over-issue Early evidence, 
is justified by every circumstance connected with paper 
from the first declarations ever publicly made. In 1873, 
when Messrs. Inouye Kaworu and Shibusawa presented 
their famous memorial declaring that the debt of the 
empire, including paper money, exceeded one hundred 
million dollars, H.E. Okuma, the present finance minister, What H. E. 
having traversed every every impoitant statement in^^^asaidm 
that memorial, thus disposed of the question of paper 
money. " Although paper money has been issued 
" there is a * Special Reserve Fund ' to meet this which 
"is deposited in the 'godowns* of the treasury." The 
public debt, internal and foreign, he stated to be 
31,224,701 yen, and as his figures were avowedly put 
forward after exact calculation and strict examination into 
true and correct figures, and with the object of disposing 
of fears and arresting public discussion, a fair inference 
is that, whatever the amount of paper H. E. Okuma 
then believed to be current, he also believed that it was 
provided for by the " Special Reserve Fund." Three H. E. Okuma's 
years later H. E. Okuma admitted a sum of 94,803,819 l»t«'a^^iwioM. 
yen of paper currency, while the whole reserve fund, at 
the same date available, that is, in the possession of the 
treasury, was 24,416,257 yen. Since then the Satsuma Eecent 
rebeUion added 27,000,000, and it appears from the additiona. 
Hochi and Mchi Nichi Shinhm that 20,700,000 yen had 
been issued by national banks, and that a further sum 
of 5,000,000 would soon be put into circulation. On 
July 2nd, 1878, the prime minister, by notification No. 
16, authorized the various national banks to issue notes, 

(9) Ftdtf page 131. 
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and the Oknrasho subsequently authorized the 74th, 
60th, 60th, 100th, 89th, 40th, 41st, 104th and 120th 
banks to issue notes to be secured by satsu. To day the 
101st, 67th, 72nd and 112th banks have received similar 
permission ; and if all these glaring patent facts are not 
sufficient grounds for alarm, perhaps the Tokio Times 
can explain the reason, for certainly we cannot. 
Sale of penikm The public cannot too clearly understand that the 

^ds an gale of pension bonds, and their acquisition by the goy- 

^^^^/^ emment through their agents the " national banks," is 
inundating the country with fresh issues of inconvertible 
paper, for it is impossible to accept the expedient of 
exchanging the notes of the banks ** on demand " for 
government saUu as anything else than fresh issues of 
paper. 
The tffect rnngt The government are certainly reducing their liability 
for interest on the bonds which they are acquiring at a 
considerable discount, and the next financial statement 
will, no doubt show this; but it would be absolutely 
dishonest to refrain from a warning that the measures 
taken to effect this object will have a most alarming 
effect upon the whole country. If the Tokio Times can 
bring forward some reasonable grounds why the publie 
confidence should not be shaken, a vast service will be 
rendered to Japan, and we shall not hesitate to do all 
in our power to support anything of a re-assuring 
character : and if examination shows us to be in .error, 
no time will be lost in recantation and correction. 



1)6 miovB. 



Thb Isbus of Papbb Money. 

Tokio Timss, November 38, 1878. 

Aneflbrtto One of our Yokohama contemporaries makes an 

refute the appeal which is certainly worthy of attention, and the 

^aw-ijeua sincerity of which we see no cause to doubt. "If," 
says the Gazette ** the Tokio Times can bring forward 
some reasonable grounds why the public confidence 
should not be shaken, a vast service will be rendered to 
Japan, and we shall not hesitate to do all in our power 
to support anything of a reassuring character : and if 
examination shows us to be in error, no time will be 
lost in recantation and correction." Nothing stands in 
the way of a full and frank response to this ouU, except 
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its Ta^eness. The important question of the day, 
according to a large class of the foreign commnni^, is 
whether the goyemment has or has not endangered the 
public welfare by secretly forcing an enormous amount 
of paper money into circulation. The organs of current 
opinion in Tokohama have chosen to assume that this 
has been done. The Tokio Times, on the other hand, 
knowing of no evidence to support such a charge, and 
observing that the whole burden of complaint and warn- 
ing rests upon mere conjecture, has declined to be^ 
impressed by the extravagant representations which in 
many quarters have been too hastily accepted as trust- 
worthy. We have repeatedly asked for proof of the 
aUeged " over-issues," but none has been forthcoming. 
And now the Oazette, which has taken its stand at the 
head of the alarmists, and has done its best to shake 
the public confidence, applies for information that shall 
show "why the pubhc confidence, should not be 
shaken." Under the circumstances, we do not conceive 
that the labor of producing testimony properly belongs 
to us; but we would nevertheless gladly supply any 
&cts that have come before us, if we could feel sure of 
meeting our contemporary's exact wishes. The demand 
is not explicit, and it may be easy to turn aside such 
intelligence as we can offer by a careless declaration 
that something wholly different was expected. More- 
over, we do not pretend to be in possession of foots that 
may not be obtained by any carefol searcher, or by 
inquiries in the appropriate direction. Conscious, 
therefore, of undertaking a task which is liable 
to misconception, and of making an effort at e:^lana- 
tion which may not be fairly appreciated, we will still 
act upon the belief that the Oazeite means what it 
says, and submit a few pertinent details and figures 
the accuracy of which is guaranteed by indisputable 
authority. 

The allegations as to an excessive distribution of Ihhm aoknow- 
govemment paper money may be dismissed in a few lodged by goT- 
words. In the finance minister's report, published*™" 
last January, it was stated that a sum of twenty- 
seven millions of yen (Ten 27,000,000) would be re- 
quired to meet a part of the abnormal expenditure 
caused by the Eiu Siu rebellion. That amount has 27^000,000 onlj 
been added to the general circulation, and that only, have been added. 
Its issue was plainly announced, and no one pxetenos 
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that any financial derangement was caused at the 
time. No one, indeed, would affirm that so compara- 
tively small an increase could legitimately produce the 
results which have been witnessed during the past 
No additdonal two months. We may presume that no attempt will 
^^[J^IIJJJjif'*^ be made to trace an extraordinary effect, in September, 
^^^* to an insufficient cause existing nearly a year ago, 
and we are warranted in declaring that no additional 
Kfttional bank kin 9at9u have since left the treasury. But it is not 
mato^e^ro ^*^ regard to kin satsu that the most serious appre- 
seriooB appre- hension is expressed. If we rightly comprehend the 
hension. position taken by the Yokohama newspapers, the na- 

tional banks are supposed to be the great source of 
peril. Millions, tens of millions, hundreds of millions, 
we are led to infer, have been or are soon to be thrown 
out by these agencies, until the country is reduced to 
ruin by the overwhelming flood. To what extent the 
operations of the national banks are understood by the 
community at large we are unable to say, and in 
briefly explaining their condition, we risk repeating 
matters of common knowledge for the sake of a clear 
demonstration throughout. 
Whtttheiw The rule for the organization of these institutions 

""*""*' is simple and unvarying. Of the capital subscribed- 

eighty per cent, is devoted to the purchase of govern, 
ment bonds, which are deposited in the treasury for 
security. A bank may then issue an equivalent amount 
of its own notes. By this process, we are told, the 
nation is inundated. But before we yield assent to 
the assurance, it is desirable to learn the extent which 
the bank-note circulation has attained, and how far 
Their note it may be augmented. The system was introduced 
^■■'*®*' some four years ago, but was not largely developed 

until 1877, at the end of which thirteen millions of yen 
were in use. This year the amount has been nearly, 
but not quite, doubled. At the present moment it has 
reached about twenty-four and one-third millions (Yen 
24,861,390). The increase is no doubt considerable, but 
it has been measured and gradual ; — not in any instance 
so sudden as to create an abrupt difference between 
paper and silver, like that which occurred two months 
ago. That particular event, we continue to believe, was 
due to artificial and unnatural causes, and can in no 
way be attributed to a bank-note circulation which has 
be^ advancing in regular, not spasmodic, steps for 
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more than a year. To suppose otherwise is to set aside 
the experience of all other nations and to reject a rea- 
sonable solution in favor of one which overtaxes the 
easiest credulity. 

Finally, we have to consider the gloomy admonition Wisdom of 
of those who, dispossessed of their sense of peril in the ^^"^^5 ** 
present, are determined to see it looming in the future. ^""*^'**>*®*^ 
" Where is it to end ?" — ^they insist upon knowing ; and, 
indeed, we are disposed to admit that — to say the least 
— ^no harm would have been done if the wise limitation 
prescribed at the outset to the transactions of the 
national banks had been freely communicated to 
the public. The extent to which the issue of these 
notes shall be sanctioned was fixed at thirty-six 
millions of yen, — an amount not to be exceeded 
under any circumstances that financial sagacity can 
foresee. Up to that point it has always been 
beUeved that no hazard would be incurred. Be- 
yond it, there has been no intention to advance. 
Thus kept in restraint, the outflow of paper will 
stop far below that inundating height which the 
prophets of evil have threatened. Of course we must be 
prepared for' a succession of skeptical outcries on 
this point. " Is this policy to be maintained ; " — 
''Can the resolve be trusted?*' The answer to such 
queries must be looked for in the records of the finance 
department, since its administration has been in the 
bands which now control it. If any suspicion as to 
int^;rity can there find justification, or any ground for 
doubting an official pledge, we have examined them in 
vam. A minister who has given no sign of deviation 
from the course marked out by his own clear judgment 
need hardly fear distrust of a purpose to which he has 
so distinctly committed himself. In the light of these Endeayour to 
several facts, we hold more strongly than ever to the proToke a 
conviction that the recent endeavor to provoke a mone- ™^^*^ l^* 
tary panic was as baseless as it was harmful. And^JJI^^ 
unless our contemporary in Yokohama refuses to accept 
the facts, we fail to see how it can avoid a similar con- 
clusion. We have rapidly set down what we have 
understood its paragraph to refer to, and would willingly 
add any closer details that might be required ; — believing, 
however, that ample inteUigence upon this and kindred 
subjects may always be obtained by any accredited 
applicant, and that knowledge gained tiius directly 
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Bhonld be infinitely more satisfactory than when received 
through an intermediate channel. 



Extract from Mr. A. H. Monnsey, secretary to H. B. M. legation, 

iSo^tej, * ^^w up a report on Japanese finance dated January 81, 
5^25^2^1011. ^®'^®' ^^^ ^^^^ ^^ following extract dealing with the 
reserve fond is taken. As repeated reference has been 
made to this repOrt, and the importance of the extracted 
passages is self-evident, their reproduction here is 
advisable. 

Ten. £ 

Last year the amoant of the 

reserve fond was stated to be. 28,341,416=s5,668,283 
Plus loans repayable to OoT« 

emment 9,382,485=1,876,497 



Total .. 



... 37,723,901=7,544,780 



Thisyear the figares are: — 

Ten. £ 

Reserve Fund 39,031,538=7,807,307 

Loans repayable to Oovernment 8,067,285=1,713,459 



Total 



47,098,833=9,419,766 



Thas showing a decrease in loans repayable to (}ovem« 
ment, bat an increase of no less than 10,690,122 yen or 
£2,138,024, in the fond itself. 

This large increase forms tho third remarkable featare of 
this year's estimates. For it will at once be asked, whence 
come these 10,690,122 yen, and why were they not applied to 
defray part of the expenditure caused by the insurrection ? 
What the finance The Minister of Finance has himself enabled me to answer 
minister said. these two questions. In regard to the first, he states that he 
some time ago instituted a searching examination of the 
acoonnts of actual revenue ami expenditure daring the years 
preceding the 80th Jane, 1875, when, as will be remembered, 
a change was made in the financial jear, and a new era of 
accounts commenced. The result of this examination, which 
was only lately completed, is a balauoe in bkjont of tho 
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treawipy of 7,701,000 yen. The remammg 2,989,121 yen are, 
he says, balances which have accmed in varions ways since 
the change in the financial year ; and, as an instance of their 
nature, he mentioned the fees npon title deeds which at the 
time of the reorganization of the land tax were paid b^ the 
Government, and are now being refunded by the proprietors 
of land. 

Wifch respect to the second question, the Minister of and why the 
Finance has not expended these balances, because he con- resenre was not 
siders it of great importance that the Government should *PP^J?i*i^®^'*^ 
have a large and permanent reserve fund at their disposal. ^® gStmmia 
Japan, he says, is not a country from which the Government xebellion. 
can always count on readily obtaining money, either by loan 
or increased taxation, and its rulers must consequently be 
provided with other means of meeting sudden and extraor- 
dinary emergencies, such as the late Satsuma insurrection. 
Besides this, a large reserve fund is requisite to prevent the 
depreciation of the paper currency, and other Government 
bonds. The great additions just made to both of these 
render the maintenance of the fund at its present figure not 
onlv an absolute necessity for the Cbvernment, but, also, he 
ados, an advantage to the people generally, and more 
especially to the large class of persons whose means have 
been curtailed by the capitalization of their pensions. It 
appears that many of those who accepted the terms offered 
them by the voluntary capitalization scheme four years ago, 
considered it advantageous to raise money on their bonds for 
trading and other purposes. Purchasers were scarce, and 
many of the bonds were sold at as great a discount as 40 
and even 50 per cent. The Minister of Finance foresees 
that the same thing will happen, on a vast scale, to the 
holders of the new capitalized pension bonds, and that the 
results will be widespread individual loss and discontent 
unless the Government appears on the market as a purchaser 

With the aid of his reserve fund, he hopes to maintain Objects of 
the price of the bonds at a fair level, and thus benefit both reserve fond, 
their holders and the treasury. He seems, in short, to think 
that he will thus be able to give a price which will be 
weloome to those who are desirous of selling their bonds, and 
which will at the same time be remunerative to the state. 
He adds another reason in favour of a large reserve fund. 
As above stated, he proposes to neutralize the effect of his re- 
cent issue of 27,000,000 of paper money by withdrawing from 
diculation and destroying 27,100,000, of half yen and smaller 
notes, which he intends to replace in the course of fifteen 
years by subsidiary silver and copper coins. This operation 
could not» he says, be undertaken if the fund in question 
» iDudi rednoed* 
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Papeb Cubbenot. 
Jafan Gazette, November 30, 1878. 

B^'to the In an article on the issue of paper money, our con- 

Tom» TimM. temporary, the Toldo Times has given a considerable 
amount of information, which, though by no means new, 
is strongly in support of all that has been put forward, 
' in another form, in these pages. We have stated that 
the opinion prevailing in Japan is that the sum of paper 
money declared by the finance minister in his estimates, 
is very much below the actual amount in circulation : 
and that the numerous so-called national banks are but 
the media for the distribution of further quantities. Oar 
contemporary expresses belief that no harm would have 
been done if the limitation of the national banks' issues 
had been freely communicated to the public, and pro- 
ceeds to give us, apparently upon authority, some 
important details of the organization of these institn- 
^*d*?E^^*t«B *^^^^* ^* appears that upon the formation of the 
^ ^^ * national banks four-fifths of the capital is to be ex- 

pended in the purchase of government bonds, which are 
to be deposited in the treasury as security for an 
equivalent issue of the banks' own notes. We under- 
stand this process to indicate that national banks are, 
to the extent of four-fifths of their capital, nothing more 
than government agents for the purchase, at a heavy 
discount, of government interest-bearing liabilities in 
exchange for inconvertible paper bearing no interest. 
Issae to be This is virtually admitted by our contemporary. He 
86,000,000 yen. t^Us US that the system is to. be continued until the 
issue of bank notes reaches an absolute maxima of 
86,000,000 yen, of which a sum of more than two-thirds 
au!S*^e^ma ^*® already been issued. The reiterated question is 
be had on a^pS always :— What is the total amount of paper currency 
cation to finanoe floating in the empire ? and the ToHo Times informs the 
°*^^*"*^' public that *' ample intelligence upon this and upon 

kindred subjects may always Ibe obtained by any 
accredited applicant," presumably to the finance minis- 
Suchinfoimation ter. If the people of this country ask for guow-official 
Miof^qnertionableij^^yjj^^yQjj of this description they must be content 
witii the result of their application ; but a more unsatis- 
fiactory attempt to gain some assurance as to the financial 
The finance condition of Japan cannot well be imagined. Will the 
JJJJ^IJJ^IL^'^ finance minister, in an ofiScial notification, declare that 
dedazatta^ the total issue of BoUu^ inclusive of the linsecured notes 
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of the national banks, does not exceed one htmdred and 
fijhf^t or two hundred millions of yen ; and that no further 
paper money is being turned out by the printing presses 
kept for that purpose ? This is the information required 
to restore the rapidly decaying confidence in the financial 
fature, for the belief in an over-issue will remain un- 
shaken so long as no steps are taken to ascertain with 
accuracjf tiie quantity ahready issued. That excellent 
grounds for doubt exist we will proceed to show as 
concisely as possible. 

The ToUo Times states positively that beyond the Beascms for 
snm required to meet the expenses of the Kiu Siu ^^*"5?^« 
difficulties (27,000,000 yen) no further sum of kinsatsu S^^om^ 
has been added to the general circulation. If this respecting usae. 
explicit refutation of the common belief were supported 
by evidence its eflfect would instantly be noticed. The 
greater portion of such evidence as can be obtained, and 
we confess that that part chiefly rests upon the persis- 
tent reiteration of persons who possess the requisite 
knowledge of the internal affairs of Japan to enable them 
to speak with some authority, tends to show that the 
expenditure estimated by the Finance Minister has been 
year by year largely exceeded, while the income has not 
reached the anticipated sum. All deficits are said to 
have been supplied by the ready means of the paper 
money printing machines. Many persons refuse to believe 
that any true statement of actual revenue and expen- 
diture can be published without creating alarm 
at the deficits which have had to be thus covered 
np and concealed from the public scrutiny. No 
statement showing mere trifling deficiencies will be 
accepted without a thorough examination into the quantity 
of paper currency actually issued ; and, in fact, a recall 
of the present unnumbered notes and the substitution 
of others, for the purpose of accurately ascertaining the 
state liability, are necessary measures, and no general 
credence can be given to statements founded upon 
supposititious grounds until this crucial test has been 
applied to their claims upon the confidence of the people. 



Fapeb Guerenoy. 
Japan Gazette^ December 14, 1878. 

An interesting discussion took place at the Tokio DiflcosaUm in 
chamber of commerce meeting on the 6th instanti when ^^ Toido oham* 
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berof oommeroe. Mr. Okura Eihachiro drew attention to the depreciation 
of paper currency. With all respect for the collective 
wisdom of the chamber we are constrained to say that 
of the two remedies proposed one is wholly inadequate to 
meet the crisis, and the other, the extraordinary sugges- 
tion of Messrs. Masuda and Shibusawa, is impracticable. 
As the chamber will most probably resume the dis- 
cussion at the next meeting, we propose to draw upon a 
work of much value with the object of bringing to the 
notice of Mr. Okura Eihachiro the opinions entertained 
by a distinguished professor of a national science most 
interesting to Japan at the present time. 
^rchmat In a lecture delivered by Mr. Bonamy Price, professor 

BoQftmj Pirtoe. ^f political economy in the university of Oxford, there is 
much and useful matter intimately connected with the 
great subject of the day in Japan. The lecture is entitled 
** Paper Currency," and we propose to call attention to 
the salient and most interesting points bearing any 
relation to the condition of the paper issue in this 
oountiy. 
Fiiper M ear- It is obvious that no system of trade can be carried 

rSSue.^**^^ on by the agency of coin alone, and that a very great 
^^""^ proportion of the ordinary transactions of life are per- 

fected by means of credit, promises to pay, and symbols 
of payment passed from band to hand which the law 
will enforce against those who do not make their pro- 
mises good : and that by these means the supercession 
of coin by a paper symbol confers an immense service 
on a nation. One feature of paper currency in all 
countries is specially applicable to Japan, where the 
difficulty of travel, and danger attending the transport of 
precious metals, are matters of common knowledge. 

The paper note possesses some further advantage over 
coin. It is lighter to carry ; the want of weight is a real 
snperiority in endless cases. Then it icf easier te keep in 
safety than coin. It is a dangerous thing to steal, for it can- 
not be melted down li&e a coin ; and by the numbers printed 
apon it, it furnishes an important security against robbery. 
These advantages, combined with that of cheapness, explain 
how it comes to pass that in some oonntries, as in Scotland, 
the one-pound paper note is preferred by sellers to the 
sovereign. 

Fireferenoe in The people of Japan have hitherto shown a decided 

Japan for preference for paper over metallic currency, and chiefly 
P*P^- l(Nr tiie reasons here given, though the security against 
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robbefy is weakened by the absence of numbers, and the 
consequent impossibility of identifying the notes when 
once removed from the possession of the lawful owner. 

As the worth of a bank note depends upon the Upon what does 
certainty of the promise it contains on its face being *^o ^'i® ^ 
redeemed by the delivery of the specie when demanded, S^^d P^^"^^ 
its depreciation is certam the moment the value of that 
promise is diminished by the occurrence of any circum- 
stance affecting the promiser's credit. If it should be 
known tiiat there are no means of redeeming the promise, 
the note becomes a drug upon the market, and bears a 
value only in ratio to the degree of cohfidence the public 
are willing to place in the eventual redemption of the 
article. 

It plainly follows, from these facts, that the promise XTpon its 
does its work as well as the coin promised on one condition, convertibility, 
and one only— that there shall be a peremptory obligation on 
the part of the issuer to pay it on demand. Withont com- 
plete convertibility, the promise to pay is insecnre, and 
immediately becomes exposed to a new and formidable danger. 
The ntmost harm of snperfloous sovereigns is that they are 
compelled to lie idle ; they are expelled like drones from the 
circnlation, and sent to sleep, either in hoards or in banking 
celkrs. Bat inconvertible notes, green-backed promises to 
pay for which no payment can be demanded, may be sent 
forth in anlimited nnmbers, and, which is the point of the 
matter, may be compelled to stay oat in anlimited numbers. 
I! a tradesman finds that twenty sovereigns will do his day's 
work, and that he has thirty, he will send off ten to his 
banker, who will forward them to his cellar in Threadneedle 
Street. No more sovereigns will remain out than there is 
work for. But if notes are issued as they now are by the 
American Government, and, the valve opening one way only, 
cannot be sent back again, thoy quickly expand into exces- 
sive numbers, far beyond what the exchanges of property to 
be effected require. Hence every holder is anxious to part 
with them, and, finding no oatlet, consents to give them 
away at a loss. They submit to a discount, and there is no 
limit to that discount^ if the inconvertible issoes are oon« 
tinoed. 

After briefly explaining why the issue of notes by a Bankers' and 
bank is supported by public confidence, so long as the goTernment 
bank meets the claims made upon it, a comparison is ***®®' 
drawn showing how — 

Notes issaed by a government have a different origin. 
Thej are instmmemts for obtaining supplies for its wuits 
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withoat paying for them. Bat a government wonld enoonn- 
ter mach difficulty in carrying oat this operation on an 
extensive scale : the secority it can offer for payment, strange 
to say, is far inferior to that famished by a bank. A bank 
mast pay its debts, the sum promised on its notes, or beoome 
liable to all the pains of insolvency : its business is arrested, 
and its property seized by a decree of a ooart of law. In 
case of a government note there is no one to go to prison, 
or to have his property sequestrated, if it fails to meet its 
engagements. And this fact leads to a second. By the very 
nature of his business, a banker's great object is to retain the 
command of the means which he acquires with his notes. 
His one desire is to make a profit out of them, but not to 
lose or waste them. A government lies under no such 
feeling. The notes are issued to pay for consumption — the 
commodities purchased with them are at once taken into use 
for destruction. Those who took government notes would 
know that of a certainty there were no funds in existence 
that could be produced to cash notes presented. A govern- 
ment bank note, therefore, standing on its own merits, could 
not compete with notes issued by bankers. It would be 
swept off the market. 

Japan's podtion If we venture to doubt the evidence of our senses, or 
to discredit the disproportionate value at which the 
paper issued by the Japanese government is quoted in 
relation to specie, the theory here advanced by .Mr. Price 
receives practicaJ contradiction. The large issue of 
notes by government directly, and again by them 
through the medium of the national banks, is much in 
excess of the trade or any other requirements of the 
country, but notwithstanding a growing belief that the 
steam engines at the printing ofiSce of the Okurasho are 
busily employed in the manufacture of more paper for 
circulation, the discount of the government note is 
remarkably small. If Mr. Price's theory is correct, as 
it certainly seems to be sound in every particular, the 
future of Japanese paper admits of little doubt : all is 
dark with the prospect of inevitable disaster, for the 
Japanese government have put into force the method of 
procuring circulation of their paper that has been tried 
before by others; they have made it a legal tender. 
There are many false notions about the real meaning of 
this term. 

Legal tender does not mean, as many absurdly suppose, 
that a shop-keeper is obliged to sell for a legal tender note : 
but the legal tender law compels him to toke the note on 



seems to oon- 
troyert these 
principles. 



Legal tender. 



What it means. 
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presentation for a debt recorded in his books. The word 
legal tender denotes that the law will regard it as a discharge 
of the debt. By the help of a legal tender a government can 
get its notes into circulation Thus the govern- 
ment obtains what it seeks — sopplies of what it wants with- 
out paying for them in ready money. It acknowledges a 
debt due for the amoant which they cost, for the notes 
issued ; bat that debt remains a debt oidy, with the additional 
advantage of having to pay no interest upon it. Bat how 
hrea it, then, with the public ? Have they lost the stores 
thas bought by the government with pieces of paper ? Are 
they harmed in any way? The answer to this question 
depends upon the characfcer of these notes. If the govern- 
ment makes its notes convertible by giving money for as 
many notes as are presented for payment, then the nation 

Buffei^ no loss But the case is entirely different 

if the notes are inconvertible, and are issued in excess beyond 
tho wants of the public. That excess depreciates their value. 
The one-pound note may go down to fifteen shillings' (25 per 
cent, discount). Thus it becomes plain that the successive 
issues which lowered their value were made at the cost of the 
holders of the previous issues. They find that the notes in 
their hands now buy no more than fifteen shillings worth 
of goods : the government has obtained the supplies purchased 
with these issues in excess at the expense of the holders of 
the previously issued notes. 

Commenting upon the licences granted to the Warning had 
national banks to issue notes, we, some months ago, ^?^i^^?* f^ 
remarked : — " It would appear that the point of absorp- ^^ ^^ ^^^ 
" tion is passed, and that, as the country can take no reached. 
" more new paper without depreciating the whole issue 
" by at least the equivalent of the extra sum put into 
" circulation, some guarantee is required that the further 
"issue of paper is effectually stopped.** We submit 
that this reasoning is in concord with the passage quoted 
from Mr. Price's lecture, and is supported by subsequent 
events. The Tokio Times, on the issue of notes by the Refutation of 
national banks, denies that the depreciation of satsu is the Tokio Times. 
attributable to that source, and adds " That particular 
" event, we continue to believe, was due to artificial, 
" unnatural causes, and can in no way be attributed to 
" a bank-note circulation which has been advancing in 
" regular, not spasmodic, steps for more than a year. 
" To suppose otherwise is to set aside the experiences of 
*' all other nations, and to reject a reasonable solution 
" in favour of one which overtaxes the easiest credulity.** 
The bank-note circulation which, according to the Tokio 
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Times^ has been advancing ' regularly and not spasmodi- 
cally/ was, taking our contemporary's own figures, 
thirteen millions at the end of 1877, and twenty-four 
and one-third millions ten months later. In that period, 
therefore, and assuming that no other issues have been 
made, an addition of over eleven millions has taken 
place ; to which must be added eighty per cent, of the 
capitals of the fourteen national banks permitted, by 
notifications of 25th and 28th November last, to issue 
notes. Upon these statements we are content to rest. 
/If the circulation on the 1st January, 1878, was one 
hundred and twenty-one millions, and the value of the 
paper was then between four and five per cent discount, 
the addition of twelve millions, or ten per cent., has 
caused a greater proportional decline of the whole issue, 
which is now quoted at fifteen to sixteen per cent, dis- 
count. These are facts; not impositions upon 'easy 
credulity.* 
Oonsequenoes. The extent to which this series of quotations has 

reached, necessitates a temporary discontinuance of the 
subject; but we do most sincerely commend to the 
attention of the Tokio chamber of commerce the impera- 
tive need of calling upon the government to suspend 
further issues as the only course at aU calculated to 
prevent national ruin ; and to abandon all those false 
and vain theories of attempting to keep up the value 
of a vitiated currency by gambling with two millions of 
specie in speculations which twenty millions could not 
make successful. 



Japan Gazette, December 21, 1878. 

Indirect issues We took leave of this subject on the 14th instant 

of paper. ^\ that part of Mr. Bonamy Price's work in which he 

demonstrates that any excessive issue of paper by a 
government will depreciate the whole existing circula- 
tion, and we have now to refer briefly to the indirect 
issue of government paper through the agency of bank- 
ing institutions. 

The qaestion has been often debated whether a govern- 
ment is reasonably entitled to engage in saoh operations. It 
is condemned by many as an nnjastlfiable interference with 
private trade. Upon such a principle why should not a 
govei'umeut become a manafactarer ? 
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The argument npon which this writer relies is that inconyertibie 
no issue of paper can answer any good purpose unless it v^v^^ cannot 
is secured by equivalent deposits of specie, or of such ^SSpose?**^ *^*^ 
other material security as may, under ordinary circum- ^^' 
stances, be speedily realized. In a country like England 
\diere commerce assumes such vast proportions this 
theory is practically exemplified. 

It is increasingly perceived that, by the very nature 
itself of currency, it is a tool, constracted to do a particular 
work. Hence so many convertible bank-notes will the public 
use, as it has a positive need for in paying with bank-notes, 
and no more. This is the universal law of all tools, the law 
of supply and demand. 

The Hochi Shinbun, in September last, struck the Javanese yiews 
right key by saying " We do not mind how many notes of Bngliahbanks. 
" are issued by the banks if their security is gold or 
" silver ;" but our Japanese contemporary was in error 
in its estimate of the position of bankers in England. 
There the Bank Act provides that the Bank of England English bankers 
may deposit government securities worth fifteen miUions an? the Bank 
sterling, and issue fifteen millions of notes. The bank ^^ 
is also authorized to issue as many more notes as the 
public gooses to ask for, upon one condition, namely, 
that for every note so issued an equivalent in gold must 
be deposited with the issue department. In the year 
1844 country banks issuing notes were limited to a 
chculation based upon the average circulation of a 
specified anterior period; and no new country banks 
were permitted to issue notes after that date. The 
condition with which this privilege was burdened was 
that no such bank should carry on business in London 
or within sixty-five mUes of it. This provision means a 
gradual extinction of private banks of issue, for some of 
the principal country bankers have abandoned their 
ri^t to issue notes, preferring the profit to be derived 
firom carrying on business in the metropolis. When 
this natural law has had its effect there wUl only be one 
bank in England authorized to issue notes; and the 
whole of that issue will be secured by actual deposit of 
specie, except for that sum representing the government 
securities before mentioned. It is a remarkable cir- suspension of 
cumstance that in times of commercial panic the public Bank Act. 
belief in the suspension of the bank act is founded upon 
pudy imaginary reasoning. The impression that ttte 
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English syBiem 
the only true 
one. 



issue of nnsectired notes can give relief to financial 
embarrassments is a delusion. 
Examples. This is proved by the fact that in obedience to the 

-popular demand the bank act was suspended on three 
occasions— in 1847, 1857, and 1866. In those years the 
law regulating the issue of notes was still complied 
with. 

The law was obeyed as a fact ; the suspension made no 
difference. Hence, incontestably, snspenBion was proved to 
be a nnliity. It did not give a parfciclo of bank-note relief to 
trade ; it did not add a ponnd to the resources of bankers to 
grant help to traders. 

The system pursued in England is seemingly the 
only true one. Bank-notes will be issued and used as 
the public require them, but not beyond ; and for every 
note so issued a positive equivalent in gold must be 
deposited. The consequence of this is the astounding 
but absolutely truthful assertion that there a paper 
currency identical, not in value only but in amount, 
with a circulation exclusively of coin, is the only 
Contrast afford- recognized principle of currency. Li Japan the 
ed by Japan. iggue of paper has not been made to meet the 
requirements of trade or the wants of the public : it has 
been manufactured wholesale to pay for those gupphes 
which have been taken into use for destruction; to 
cover, it is said, deficits in the estimates ; to pay to 
farmers and others for the rice which the government 
export in order to obtain specie with which to meet those 
liabilities that specie alone can satisfy. The amount of 
the issue is unknown. The burning of the records is 
said to have destroyed all trace of the extent of the 
circulation, but there is nevertheless an exact sum set 
out by the finance minister, and this notwithstanding 
the fact that the notes are unnumbered, and are being 
manufactured, according to Japanese opinion, as fast as 
the printing office of the Okurasho can turn them out. 
The most serious consideration is, however, that which 
leads to the beUef that satsu are absolutely inconvertible. 
Beserve fund The finance minister explained to Mr. Mounsey that one 
a? ailable, ^jjj^f reason for maintaining the reserve fund at so high 

a figure was to " prevent the depreciation of paper 
" currency and other government bonds.'* The depre- 
ciation of paper is considerable ; it has been gradually 
declining, but the finance minister has not perfonned 
his promise. The reason assigned by Japanese for the 
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finance minister's inaction is that there is absolutely no but oontaina no 
fpede available for any such purpose, and we therefore ^P^cw- 
conclude this review with some quotations in respect of 
inconvertible notes, among which the saUu current in 
Japan must be included. 

We have now reached the plagne spot of paper cnrrency " Plague spot of 

—the inconvertible bank-note The inconver- P^per currency." 

iible note is a bad tool. It does bad work but yet not always. 
It is capable, ander particnlar eironmstanoes, of doing good 
work, bat then that is not the object of which its advocates 
are in search. . . . * . We have seen that the guarantee 
famished by coin is the value of the metal of which it is 
made. Farther we know that men will give away their goods 
on credit, relying on payment on a future day ; in fact they 
take a debt as a guarantee for future payment. The same 
motive persuades them to accept the debt expressed on a 
bank-note. That motive acts on all other sellers, and thus 
the bank-note circulates as currency, and is not presented for 
payment if wanted for circulating use. 

This explanation is necessary to understand that the The condition 
inconvertible note may, under a special condition, do pnder which an 
good work as currency. That condition is that no more ^^^^^cT 
of these inconvertible notes are issued than the public good wwk as 
requires for actual use ; in which case they will circulate currency, 
on a level with coin ; but the moment the supply is 
increased beyond the public requirement depreciation 
begins, and there is no end to that depreciation if 
excessive issues are continued. When a government 
begin the necessitous issue of paper the temptation to 
go on obtaining supplies of goods upon the mere ground 
of promises which need not be performed, is irresistible ; 
and strange to say the practice is not without theoretical 
supporters, who look upon an inflation of the currency 
M a means of increasing trade. The Japanese gov- 
ernment have made an excessive issue of a most pemi- 
cionfl currency. 

" And now for the consequences. The law of supply and 
demand asserts itself here, as everywhere else, in political exc 
economy. Too great a supply means fall of value. People 
find that they have more notes than they want. To get rid of 
them, they make a sacrifice of value ; they consent to reckon 
them for less than their nominal worth when making 
purchases of commodities. 

But what does such a depreciation mean ? That every 
creditor is injured who is compelled to take them at par, and 
every debtor nnjasUy benefited at the creditor's expense. 
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Effect of depre- 
ciation upon 
government 
bonds; 



and its ^^aect 
interference 
with the terms 
of all contracts. 



The prices of goods in every shop are raised to meet ihe 
defective yalne of the notes. The shopkeeper is charged 
twenty-seven shillings in notes for what he wonid procure 
for a ponnd in metal. Thns the creditor who had a debt 
estimated in ponnds and received notes was nothing less 
than plundered 

And what temptation is thos created for governments to 
pay off their national debts with heavy discounts, and all on 
the plea of legality and the use of an enlightened currency. 
Thus, the one single function which currency was invented 
to discharge is radically corrupted. Instead of ef^iing the 
exchange of equal goods in two purchases by the interven- 
tion of money, the bad note exchanges goods in unequal quan- 
tities ; the seller, when he buys in turn, gets less than the 
worth of the goods he sold. But the evil does not stop here. 
The undulations of the disastrous fall of the stone in the 
water spread in ever-widening circles. Gambling is intro- 
duced into every act of trade — an element most lv>stile to the 
nature of true trade and full of ruinous consequences. . . . 

And all this disorder, this taxation on all buyers, this 
most unjust and cruel wrong and loss inflicted on all creditors, 
this tainting of all trading with gambling by the use of a 
tool which refuses to do the one work it was invented for 
performing, what assignable motive can it have ? 

One motive it has in almost every case — what Mr 
M'Culloch calls ' the enrichment of one part of society at the 
expense of another.* ** 

Nomerons significant references have been made of 
late to the system in force for the redemption of 
government bonds. The depreciation in currency adds 
a condition to the terms of sale which holders will do 
well to take into their earnest consideration, and, before 
parting with interest bearing securities, to ascertain how 
far the fast increasing depreciation affects the generous 
offers of the government to redeem their liabilities at 
the modest rebate recently notified. Mr. M'Gulloch 
says : — 

^' Directly to alter the terms of contracts between indivi- 
duals would be too barefaced and tyrannical an interference 
with the rights of modesty to be tolerated. Those who 
endeavour to enrich one part of society at the expense of 
another find it necessary to act with caution and reserve. 
Instead of changing the stipulations in contracts, they have 
resorted to the ingenious device of changing the standard by 
which these stipulations are adjusted. They have not said, 
in so many words, that ten or twenty per cent, should be 
added to or deducted from the debts and obligations of 
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•eoiefy» bmi they hare, neTertheleBB, effected this by making 
a proportionate change in the valne of money." 

The crisis now fast drawing on in Japan cannot be i. crisis cannot 
ETerted. The simple and confiding agricultural classes ^ averted, 
are taking the alarm. Bice and all other necessaries of 
life have advanced in price, from a cause which can no 
longer be disguised by the stories of short crops and the 
loeeee contingent upon disastrous inundations with which 
the Nichi Ifichi Shinbun seeks to amuse the public. 

The initiation of some vigorous policy which should bat may be 
look the dreadful abuse in the face would tend greatly to l^^^^o^^ by a 
revive drooping confidence, and to lessen the ine[vitable ^*^"^"* policy. 
BoSsringB ^ which must be borne by the teeming popula- 
tion of this country. The misery now threatenmg will 
be rarely heightened if the government persist in issuing 
a vitiated currency in disregard of all Uie solemn warn- 
ings which have, from time to time, been given with 
earnest sincerity, and of the experiences of the greatest 
politiial economists the world has produced. Mr. Bo- 
namy Price, admitting that there may arise a dire 
necessity for a nation to issue an unsecured currency, 
concludes his most valuable essay as follows: — 

*' It sho/ild oever be forgotten that the barm inflicted hj A goTernment's 
sneh a oarrenoy g^oet on nninterrnptedly year after year ; it duty, 
never stops ; it is always working f resn injnry. It goes on 
perseoating society at every tarn. It poisons every sale as 
time rolls on, every exchange. Overwhelming necessity may 
extenuate the imposition of so easy bat so vicious a tax. Bat 
the furessare once over not a day should be lost by any legis- 
lature which has any knowledge of the natnre and working 
of money, to arrest the plague and sweep away the inconver- 
tible paper, which it felt forced to have recourse to in the 
hoor of danger.** 



More'Pipeb! 
Japan Gazette, January 18, 1879. 

It is an admitted truth that an excessive issue of Excess of paper 
unsecured notes is a direct injury to the country ^^fi^hiy injurioot: 
issuing them of greater proportion than the most JjJ^^ten^ with 
favourable conditions could make such issue bene- the evil, 
ficial. This result is fast drawing on in Japan, 
where it will be found that each successive issue, 
so soon as felt, will cause a corresponding de- 
l^redation; in other words, the liability of the 
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government for paper will be increased without any 
accruing benefit, either immediate or remote. In 
January 1878, the difference between the standard coin 
and paper currency was about seven per cent, the extra 
issue of 27,000,000 yen of the latter having then been 
declared. This increased issue was certaii^y felt, but 
not in a marked degree until it became known that the 
national banks were putting fmrther sums of inconver- 
tible paper into circulation. The real increase is 
therefore unknown, but the Hochi Shinbun states : — 
60,000.000 yen "The additional issue of paper money, after the 

ad^tional in suppression of the rebellion, and the notes issued by 
several banks, caused an increase of 50,000,000 yen in 
the circulation of last year." 
2J5?*^^^J^15!Ii '^^^ position therefore appears to be, that in January 
STjaSafofthe 1^78 the admitted issue was 121,000,000 of satm worth 
truth of the 112,680,000 gold yen. In January 1879, taking the 
theory. admitted issue at 144,000,000 of satsu, the depreciation 

of the whole sum is such as to reduce it to the equivalent 
of 96,480,000 gold yen. These figures speak for 
themselves, and form a practical comment upon the 
injury inflicted upon the people by these suicidal 
paper issues. Up to a certain point aatsu were 
accepted because they could be used for trade and 
other requirements, and could be passed on from 
hand to hand as the symbols of money ; but tiie 
moment the limit of absorption was passed the deprecia- 
tion was swift and ruinous ; and it is no exaggeration to 
say that the issues of the national banks, amounting 
in the aggregate to 23,000,000 yen {Hochi Shinbun : — 
war expenses 27,000,000, bank notes 28,000,000), or an 
increase of nineteen per cent., caused a direct loss to 
the holders of satsu of twenty-six per cent, within one 
year. 
Native press In face of these facts we implore the Japanese press 

at^i^^^^^ to refrain from the silly allusions to the causes of 
their tme %ht. depreciation of which so many newspapers are guilty, 
and, instead of wasting valuable time in fabricating 
false theories to account for a perfectly natural fact, 
look the evil in the face and endeavour to discover 
some means of preventing farther loss. 
Example of the The utterances of the Mai Nichi Shinbun may be 
manner in which quoted as a fair example of the manner in which Japan- 
^th\b!r*cur!' " ®^® writers deal with questions of the most vital im- 
renpy question, portance to their own welfare. That journal declares 
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thai ''th^ mcked efforts of foreign editors^ bankers, 
*' and exchange brokers have caused the depreciation of 
" paper money," a statement as painfully ludicrous and 
as equally absurd as that recently made by a foreign print 
which remarked " Although the decrease in difference 
•* between the nominal value of Mexican dollars and 
** kin-satsu has thrown ridicule upon the particular 
** method adopted a month ago for producing a financial 
•* panic among Japanese, yet the effort to spread dis- 
** content and uneasiness is by no means abandoned. In 
** the confident expectation, not to say hope, entertained 
•* by a certain section of the foreign community, that 
** Ajnerican silver would continue to rise in price, a 
** series of ominous predictions was put forward tending 
** to excite alarm upon that special ground, with slight 
*' consideration of other contingencies." 

This is the manner in which the first question con- Attempt to 
nected with the welfare of Japan is slurred over by disguise real 
writers who seem to forget that the depreciation ig*™^®"- 
steadily increasing fronj one cause — over-issue — and the 
uncertainty attending upon the extent of that over-issue. 

Appeals to the finance' minister to stop the ex- Appeals to the 
travagant note circulation of banks which possess not ^'^^^, minister 
one single coin of reserve to redeem their illegitimate "^ ^"°' 
and most worthless promises to pay, are responded to by 
fresh notifications authorizing further issues. To plain 
questions that could be answered in a manner far from 
compromising to the dignity of the minister, a con- 
temptuous silence is observed, but the public are inform- 
ed, in a most irregular manner and through a medium 
which casts discredit upon the semi-official utterances, 
that a sum of 27,000,000 yen only has been added to the 
general paper circulation. Even while giving this item 
of utterly useless information the real question is ignored. 
What is the total sum of paper floating in Japan ? 
The finance minister says 121,000,000, but if we look 
through the many financial reports issued by him we 
find that no reliance can be placed upon that estimate, 
and more particularly so when we remember that the 
records were destroyed by fire. 

The attacks made by this journal upon the cruel Pears for the 
financial poUcy of Japan are more than justified, for future of trad*, 
such foreign trade as there is is seriously embarrassed 
by the depreciation of an utterly inconvertible currency, 
which will most surely bring upon the nation misery 
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and stiftering far greater than it is in onr pow^ to con- 
ceive. There is one consolation, and that is that one 
honest voice has been raised against the insensate con- 
tinuance of the fiscal system of this country. 
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An Independent View of the Position. 

Japan^ Gazette^ February J, 1879. 

** It is the fortune of nations, as of individuals, that 
" there is never a moment of time when they are so 
'' entirely free from all obligations as to be absolute 
" masters of their own policy and conduct. Our finan- 
*' cial policy has been dictated in its most important 
** features by events and circumstances over wluch the 
*' nation had no control." This is said of the United 
States by an eminent American financier, and the same 
words could be used with justice and propriety by a 
Japanese in referring to his country and her financiaJ 
'obligations. If an independent Japanese, with sufficient 
ability and courage to take a* broad and fearless view of 
the present position, should reduce his opinions and 
their foundations into writing, or deUver them in the 
form of a lecture, he would not fail to make full allow- 
ances for the difficulties with which his excellency the 
finance minister has had to contend since his acceptance 
of the onerous post he still holds. And to do this with 
perfect fairness he would begin at a comparatively 
recent period — 1873 — ^under the belief that five years 
had been time sufficient to enable the finance minister 
to speak with authority and accuracy upon matters so 
proximate to the important office he held. This resolve 
would necessitate a retrospect, and the most prominent 
feature of the past would be the memorial prepared upon 
the resignation of their offices by Messra. Inouye Ea- 
woru and Shibusawa. However worthless that document 
may have been considered at the time of its publication, 
subsequent events have lent to it an importance which 
can no longer be concealed or stifled by ministerial 
indignation; and the sentences pionounced upon the 
writers, and the immediate and ludicrous commutation 
of penal servitude in a chain gang to a nominal fine, can 
weigh nothing, nor even be considered in the balance, 
when it is known that Mr. Inouye is now minister of 
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pnUie works, and Mr. Shibnsawa president of the first 
national bank. 

ISie memorial of these gentlemen set out that the Nature of the 
revenue was barely four-fifths of the expenditure ; that m©™o"ai- 
the internal debt was being gradually but surely in- 
creased ; and that national embarrassment could oidy be 
prevented by the imposition of more burdensome taxes 
upon the ** miserable people who can barely maintain 
themselves on their scanty means." The memorialists 
declared the debts of the empire to amount to 
120»000,000 yen, inclusive of liabihties on paper money 
issued by the state, and they concluded the only clear 
exposition of Japanese finance ever given to the world 
by a series of suggestions for retrenchment, couched in 
language of more than usual brevity and feeling, de- 
claring the redemption of loans, home and foreign, and 
of the paper currency to be the first duty of the country. 
While pondering over the contents of this memorial, our 
lecturer would have to give due consideration to the able 
manner in which Mr. Okuma disproved every allegation 
of his subordinates. Within a very few days after the 
publication of the memorial in the Nishin Shinjishi, the 
finance minister declared that the national estimates 
showed a surplus of 2,140,864 yen: and that the gross 
liability of the empire for foreign and internal debt was 
only 81,224,701 yen.* The finance minister put forward 
this statement with all confidence, and for the avowed 
purpose of dispelling the false impressions created by the 
Inouye-Shibusawa memorial, to disabuse the minds of 
Japanese and foreigners of the supposed perilous position 
of the treasury, and *' in order that their doubts may be 
dissolved, and public discussion be arrested,*' by his 
explicit exposition of the state of the finances prepared • 
after ** exact calculation and strict examination into true 
and correct figures." 

In 1874 the finance archives were destroyed by Supposed des- 
fire, and it was said at the time that all the records <*«iction of paper 
connected with the existing issue of government paper ^^^^y records : 
had perished. Severe and inconvenient as the loss 
must have been, its remedy was simple and compara- 
tively inexpensive. The lost records could have been 
replaced by a new issue recalling the old saUu. For 
some time after the loss of these documents there was 
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a general belief that some measnres would be taken to 
ascertain the amount of the state liability, which, up to 
that time, was unknown, or if known no specific sum 
had been publicly declared : but these measures were 
rendered unnecessary by the financial statement for 
1875, which showed that Mr. Okuma had, notwithstand- 
ing the destruction of the Okurasho and its records, 
settled the total paper currency at a sum of 94,803,819 
yen. In the interval since this first declaration a small 
portion of paper has been redeemed, but an issue of 
27,000,000 yen was made to meet the urgent demands 
of the southern rebellion ; and at the beginning of the 
fiscal year 1879, the gross liability on paper was stated 
to be 120,927,209 yen. If the nation could support and 
mamtain at a premium or even at par, 95,000,000 yen 
in paper five years ago, it is evident that an extra issue 
of 27,000,000, made for one of the very few reasons 
which justify the issue of unsecured currency, has been 
the cause of a depreciation of the whole to an extent so 
considerable that even those who had least confidence 
in the ability of the government to redeem their in- 
debtedness, look upon with dismay. 

* If I were to inform you,' the lecturer would con- 
tinue, ' that the reason assigned by the people for the 
steady diminution in value of satsu is the belief that the 
total issue is nearly 100,000,000 yen in excess of that 
officially declared, and that the uncertainty as to ti^e 
real amount is destructive of public confidence, my 
words would reflect not only upon the finance minist^ 
in his official capacity, but also upon his supposed 
inspiration of a foreign journal which recentiy declared 
that the only addition made to the paper issue wc^ 
the 27,000,000 yen above mentioned. Again, if the 
admission of H. E. Okuma in 1875 should be urged in 
corroboration of the estimates of the public debt made 
by Messrs. Shibusawa and Inouye, what must be 
thought of the contradiction of those estimates made 
by H. E. Okuma in 1878 ? Painful as is the duty 
imposed upon a freeman, the truth must be uttered. 
The people are led to believe that all records 
have been destroyed and that an unsupported 
estimate of the state liability must be accepted in full 
and satisfactory reply to the most momentous, most 
vital, .questions that can arise in connection with ihe 
welffure of an entire nation. They are told, indiregtl^ it 
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it tnie, to accept the paper issue without suspicion, 
until such time as the government come forwainl and 
say " We have made an over issue." Inquiries made 
in all honesty and sincerity of purpose are rebuked by 
contemptuous and chilling silence, while government 
notifications giving power to national banks to issue 
unsecured notes are constantly being published, and as 
constantly dealing deadly blows at the credit of the 
nation.' 

After thus summing up the position, there remains ^^jfP3"|f 
to be considered the principle of " our financial policy " ^S^of nSesT* 
which seems to be to provide for all national require- 
ments by the issue of unnumbered, unsecured, and ab- 
solutely inconvertible notes and by declaring them to be 
a legal tender. 

*' The notion that a government may make a declara- Mr. BontweU 
tion upon a piece of paper, that the piece of paper on o»c™^wncy. 
which the declaration is made is one doUar or one thou- 
sand dollars, the difference being difference of .typo- 
graphy alone, is a very modem notion, which one of 
its advocates attempts to dignify by calling it ^the 
American system of finance.' As a notion it is Ameri- 
can, but as a system it has yet no existence in this or in 
any other country. Experiments containing everything 
that is proposed by the advocates of this experiment, 
and something advantageous in addition thereto, have 
been tried, and in every instance they have failed • • 
. . • There have been three trials by three different inereiyiiiatMioe 
governments, under differing conditions, at times quite ^^^^^vjl^li 
remote from each other, and each and every of the tnals "^^ tKiM: 

was a signal failure Can a government, 

a mere human government, create something out of 
nothing — ^make l£at valuable which, in the opinion of 
all mankind, is valueless ? Or, if it can not do tiiat or 
this, can it by a decree so change the opinions of men 
in mass that they will accept as valuable that which in 
fact has no value, and after experience so continue to 
act through indefinite j)6riods of time? The best 
evidence l£at men might be so deluded is to be found in 
the wickedness of those who propose the measure and in 
the folly of those who accept it. The existence of such 
classes, even though they bear a small proportion onlv 
to the whole, is suggestive of a state of society in which 
the wildest absurdities and the most dangerous vagaries 
many flourish for a time." 



Digitized by LjOOQ IC 



too 

Tet the experi- Here ill Japan we are commanded to acoept as 

"^^'tid^*^ J ^^ v^^^ftWe stamped pieces of paper of an intrinsic worth 

mdefiance o/aS *^** defies expression : the issuers of that currency per- 

eiperience, sistently increase the circulation through the medium 

of the national banks and as persistently declare tiiat 

the alarming depreciation is not due to their smeidal 

policy, but k> foreign intrigues to " increase the value of 

and in disregard dollars." The decree which constitutes this currency a 

of its injustice. iQgQ,\ tender is a monstrous injustice to the people whidi 

is now being keenly felt by all classes^ more particularly 

the traders, for, — 

'' Trade is the exchange of one thing of value for 
another thing of value, or the .surrender of one thing of 
value for the promise of another thing of value." 

And as this principle can no longer be carried out in 
this country trade itself is paralysed and the best 
energies of the people upon which alone Japan can trust 
for relief from her burden of debt, are being undermined 
and destroyed by the national currency, for it is evident 
that when — 

*' The possessor of property yields hie title to another, 
he should receive other property in return or a promise 
of other property ; and when this not done, he is the 
subject of a wrong." 

[The quotations inserted in this artide are from a paper written 
by Mr. Qeorge S. Boutwell, entitled " Substance and Shadow in 
Finance'* contributed to the North American Review of January 
1879.] 



T&B Nationa]> Bank Issue. 
Tokio Times, March I, 1879. 

Moderation of Readers of the Toco TiMss do not need to be le- 
the Tokio Time$, minded that questions relating to the finances oi Japan 
have alwajTS been discussed, in these pages, with pni- 
^ dence and moderation. At tlm commencement of what 

appeared to be concerted demonstration of hostility, on 
the part of certain foreign organs in this neighbourhood, 
against the Credit of the govemm^it, some six m<»^hs 
ago, we ventured to admonish the public, and more 
particularly tiie Japanese community, that no depen- 
dence should be placed upon the ominous predictions of 
alarmists who, if not themselves directly interested in 
producing a feeling of general tmeasiness^ were bditrid 
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to represent the schemes and intrigaes of irresponsible 
speculators. We resisted the attempt to destroy con- It resisted • 
fidence in the currency of the realm, believing that no attempts to 
ground for distrust was apparent, and that if the agita- mqucU^^' 
tion were not restrained by reason and reflection, a 
panic might ensue, bringing disaster to all, — except, 
perhaps, the parties who organized and developed it. 
We showed that the fluctuations in the price of Mexican and proyed that 
coins, over which so many fictitious lamentations were flactnation had 
wasted, had no legitimate cause, and that their daily °^ <»iwes. 
rise or fall could in no way affect the business of the 
country at large. While recognizing, — as all who have There was no 
given serious attention to the subject must recognize, — over-issue, 
the dangers of an excessive superfluity of paper money, 
we declmed entirely to acquiesce in the notion that the 
excessive superfluity was in existence ; and if the evil 
consequences of unwarrantable inflation were not more 
specifically treated, it was because we saw no reason to 
apprehend that any such perilqus experiment wag con- 
templated. So long as the domestic trade was undis- 
turbed, it appeared to us a matter of indifference 
whether Mexican dollars were dancing about from ten 
per cent, to twenty per cent, premium, or whether they 
remained at par. As the months passed on, although This position 
the approach of chaos and doom was heralded with reasserted, 
redoubled vigor, we found no occasion to abandon the 
position first taken by this journal. At this moment, 
we are less disposed to abandon it, than ever. 

It must of course be understood that our views. Qualifications of 
throughout, have been upon the conviction that the ^^? finance 
pledges of the government are sincere, and that the "^"'^*^'- 
minister who controls the national finances is a man of 
integrity not inferior to his ability. Since the manage- 
ment of the Kura Sho and the great interests connect- 
ed with it were confided to him, nothing has occurred to 
justify the first suspicion of his motives, his conduct, or 
his intentions. His course has been obscured ^by no 
concealments. What he has found it necessary to do, 
has been openly done, and his methods of action have 
been revealed to the world with a freedom far in advance 
of habitual Japanese usage. In the matter of the His plans with 
currency, his plans have been fairly well known to aU regard to the 
who desired to become acquainted with them. It is <^'^®n<^y- 
quite certain that a reckless over-issue of paper was not 
a part of these plans. That the issue would reach such 
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a point as to justly imperil the public credit was not 
Variations in within intelligent belief. It is open to doubt if it would 
P^^ ^^^ b^ ^^^^ ^®^^ marked by a single variation in the price of 
foreign^au ^ commodities, had not the extravagant portents of foreign 
organs, and of their few Japanese followers, created a 
momentary sense of insecurity which, spreading from 
this center, influenced in some degree the trade of 
the country. As it is, the changes have been trifling, 
Prices not fuid in most cases merely nominal. While Mexicans, 
affected by which the disaffected pretend to look upon as the index 
fluc^tions *^ *^^ situation, have been lifted to a premium of 
twenty-five per cent., have dropped back to fourteen, 
afterward to be forced up to thirty, again to fall to 
fourteen and again to rise to twenty, — the price of 
necessaries of life has augmented in so comparatively 
slight a measure as hardly to be felt by the poorest. 
We are ready to admit that any increase of the kind, 
however insignificant or transient, is to be regretted ; 
but when the wild and persistent prophecies of swift 
coming evil are compared with the actual result, it will 
be. obvious that the throated epoch of universal despair 
is not advancing upon us with the rapidity which those 
who invited it may have desired. 
Tohio Tmet Toward the end of last November, misled by a wholly 

led into explana- misplaced Confidence in the honor of a Yokohama news- 
^ifSed^c^fi^ paper, we were at some pains to respond to an apparently 
dence. ' candid inqiiiry respecting the condition of the currency 
at that date. The journal in question induced us to 
believe that if an authentic statement of the amount in 
circulation were given, and if the figures failed to support 
the antagonistic opinions it had expressed, it would 
adopt a different course from that which it had pre- 
viously pursued. (^^) With regard to its after behavior, 
we need only now remark that the promise was repu- 
diated as soon as it appeared that the facts were totally 
at variance with our contemporary's cherished theories. 
We revert to that incident, to-day, in order to show that 
the statement we were then authorized to make, has 

(10) The language of the Japan Oazette was as foUows : — " If the 
Tohio Times can bring forward some reasonable grounds why 
the public confidence, should not be shalren, a vast service wiU be 
rendered to Japan, and we shaU not hesitate to do all in our power 
to support anything of a reassuring charactor; and if examination 
shows us to be in error, no time wiU be lost in recantation and 
coneotiQiL" 
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already been reaKzed in its most important particular. 
The principal excuse for anxiety, it was commonly de- 
clared by the agitators, was the unlimited issue of 
national bank notes, which, they alleged, gave signs of 
indefinite multiphcation. With regard to the govern- 
ment satsuy their aspersions were sufficiently kept in 
check by the official report of the finance minister ; but 
in denouncing the national bank expansion, they felt 
themselves safe. The announcement in the Tokio Times 
of November 23rd, however, left them no resource but to 
proclaim a positive disbelief in the honesty of the finan- 
cial authorities, — which they preferred to do, rather 
than acknowledge their animadversions to have been 
groundless. We related, in brief, that under the na- Information 
tional bank system thirteen miUions of yen were in fir^en by the 
circulation at the end of 1877 ; that at the time of ^''*^ '''^^' 
writing the amount in circulation was yen 24,361,390 : 
and that the entire issue would not be allowed 
to exceed thirty-six millions. This last detail, which 
alone should have been sufficient to cleanse away 
the "perilous stuff'' that the alarmists had been 
administering for successive weeks, was rejected 
by their leaders and organs as utterly unworthy of 
credence. They had asked for a reassuring statement, Its reassuring 
and when they got it, would have nothing to do with it, 8<»<^i]^nt 
except to endeavor to invaUdate it by mean suspicions. S^^^*.*^ 
It is, therefore, especiaUy gratifying to announce that 
in Umiting the creation of national banks, the minister 
has been even better than his word. After this month, 
no more of these institutions will be established. P) The 
amount of paper issued by them up to last week was 
yen 28,146,106. The entire amount to be in circulation, 
after this week, will be yen 34,400,000. That repre- 
sents the whole sum of their contributions to the 
currency of the empire. We leave the previous cohort 
of calumniators to make what mischief they can of 
it, having no fear of any cooperation they can ^ 

derive from figures with so little that is startling about 
them. 

(11) This article was dated March Ist, 1879. Subsequently to 
that date, no less than twenty-six banks, namely numbers OG, 70, 
86, 89, 106, 121-2. 129, 131-3 135-7, 141-8, and 150-3, were established, 
their capitals aggregating 2,876,000 yen with note issues of 2,189.000 
yen. 

W.H.T. . 
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Papeb Cuerency. 
Japan Gazette, March 8, 1879. 

Many contradictory versions of the effect upon the 
national credit likely to result from the depreciation in 
currency have recently been put forward, but none of 
the writers have had the courage to examine, impar- 
tially and justly, the real position of affairs. For many 
months past a feeling of great anxiety has prevailed 
among all classes respecting the possible redemption 
of the government issue of satsu. The matter was 
discussed in the Japanese journals before any foreign 
newspaper had referred to the questions of excessive 
issue, and want of means to redeem any large portion 
of that issue. Previous to the outbreak of the southem 
insurrection the persistency with which paper was an- 
nually drifting into circulation had attracted consider- 
able attention among the more intelligent classes of the 
people, who viewed the measure with alarm. 

A recent article in a foreign journal, written with 
some show of authority, fixed the amount of paper 
in circulation at 155,827,209 yen ; a sum stated to be 
by no means excessive or startling. The policy of the 
finance minister is described as having hitherto been 
free from obscurity or concealment, while his methods 
of action have been revealed to the world with a free- 
dom far in advance of habitual Japanese usage. Finally 
it is said that, notwithstanding the fluctuations of 
currency, the price of necessaries of life has aug- 
mented in so comparatively slight a measure as hardly 
to be felt by the poorest. 

We are bound to accept the statements contain- 
ed in the article referred to as based upon the 
authority of the finance minister, who, apparently, 
prefers to evade simple answers to direct questions by 
intimating, indirectly, and unofficially, that the bases 
of the anxiety of the people in regard to the currency 
are in great part justified. But notwithstanding the 
candid avowal of the issue of 155,327,209 yen, and 
with every respect for the veracity and integrity of the 
finance minister, something more definite is wanted. 
The people will continue to believe, and it is quite 
natural that they should do so, that the finance minister 
is not certain as to his figures. The notes are un- 
numbered ; the records are reported to have been loet 
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or destroyed , and there is the damaging denial, made 
by his exceUency Okuma, of the assertions of Messrs. 
Shibusawa and Inouye Kawaoru, who together estimated 
the national liability for foreign and internal debt, 
inclusive of paper money, at 120,000,000 yen, a sum 
certainly not then over-stated. His excellency will be 
aware that all this is matter of public belief : and if it 
be also a fact that no person will accept an account, 
or national financial statement, without substantial 
proof, he cannot fail to understand that the impression 
of over-issue is not hkely to be removed by anything 
short of a public investigation into the circulation, 
and the recall of the present objectionable government 
note. 

Our correspondent M. assessed the circulation at i60,ooo,ooo has 
150,000,000 yen, which be considered to be so excessive ^>f^ token as 
as to carry with it an inevitable depreciation. The prin- ^^^^' 
ciple is cle6,r that inconvertible notes may do good work. 
" When the debt is thoroughly trusted, and when no 
" more of these inconvertible notes are issued than the 
" public requires for actual use, and consequently which 
" it feels no desire to send in for payment. ♦ * * 
" But the situation became vitiated at its very core 
" when too many notes were issued. Their fall of value 
" went on to the extent that a sovereign became worth 
" twenty-seven shillings in notes." Until a few years The debt was 
ago satsu held their ground at a mere nominal difference tarasted at first, 
in exchange for specie. The debt was thoroughly trust- 
ed ; and as the requirements for actual use were not 
exceeded, depreciation, in the proper sense of the word, 
was not possible. But the temptation to continue the but the tempta- 
issue was irresistible : the government had taken their *^^^*f^®^®.^i!^® 
stand on the slippery ground of promises which need ^" ^^"^^ * ^ 
not be paid, and they were oblivious to the consequences 
of possible depreciation. The increase caused by the 
southern insurrection was justifiable on the principle 
that there are occasions when the safety of a nation may 
be involved in the alternative. During the year 1877, First issue of 
the first issue of national bank notes took place, ^^J^*^]^^ 
and some 13,000,000 yen of private paper, secured by 1377, ® *** 
a deposit of government paper, was added to the cir- 
culation and sensibly, though slowly, affected the value 
of the whole. During 1878 a similar amount appears 
to have been put into circulation, and as a matter of 
&ot| the issue of these notes is stiU going on unchecked. 
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In the Nichi Niclii Shihhtm of tHe 3rd instant [March 
1879J appeared a notification authorizing six fiu*ther 
banks to put their notes into circuhition. While the 
floating debt is thus being steadily increased, the finance 
minister attempts to revive public confidence by semi- 
official statements to the effect that he has been even 
better than his word in limiting the creation of national 
banks, and that no more of these institutions will be 
established after this month. C^) If the prophecy 
should be verified by subsequent events the pubhc will 
have reason to rejoice at the abolition of a dangerous 
and most pernicious practice — the circulation by a gov- 
ernment of inconvertible notes through the agency of 
private banking establishments. If it should not be 
verified, — the finance minister is not resj^onsible for 
paragraphs in a newspaper ! The consequence is, that 
in the absence of more authoritative data, no one can 
accept as trustworthy statements at variance with the 
everyday realities of the past two years . 

The excessive issue of the national banks was noticed 
many months ago, when it was stated that the country 
could then take no more new paper without depreciating 
the whole issue by at least the equivalent of the extra 
sum put into circulation. This argument was supported 
by the relative prices of specie and paper at that date ; 
and we submit that subsequent events have more than 
justified the assertion then made. So long as the gov- 
ernment are content to hazard their reputation and 
credit by giving countenance to a most injurious and 
imjust increase of state liability, so long will saUu 
pursue their downwai'd court^o, until the whole couutry 
is involved in the disaster which must follow the collapse 
of the currency. AAliile on this subject we must repeat 
what has already been said : — If the government caimot, 
or if they refuse to make a declaration expressly prohi- 
biting the national banks' issue, peo^de will consider 
themselves entitled to persist in their belief that paper 
money is continually on the increase. 

With regard to the broad statement that the price of 
nejcessaries has not increased so much as to be felt by 
the poor, we should only be too happy to support it 
could we attach the least faith to its accuracy. It ifl 
generally admitted that an advance of very considerable 
magnitude has taken place in the retailers' prices, and 

(12) Fide note page 168. 
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this more especially in the vicinity of large cities. The Nonsense writ- 
silly nonsense wiitten and talked about Mexican *«» 0-*^^ <»^l^®^- 
dollars; their rise and fall: of combinations to 
check the importation of foreiga goods: of the 
paper note not being a promise to pay when 
it distinctly bears upon its face, in large charac- 
ters, the words "Dai Nippon. Okurasho. One 
" Chid Yen,'' and such Jike folly, requires no further 
notice here. The people who are affected by the mo- Real state of 
mentous question of depreciated national currency are ^^^ *'^^- 
not to be deceived by verbal niceties, and fine-drawn 
distinctions. They recognize the great fact of a steady 
and natural decline in a currency vastly in excess of the 
wants of the country; and they are inclined to listen 
with respect and attention to, and to support any 
moderate and sensible measures tending to a gradual, 
but thorough, reversal of the mad financial policy of 
Japan. 

In conclusion let us honestly warn the statesmen of The example of 
Japan not to be carried away by the success with which ^tltes^faiiacious 
the United States is redeeming the national liability, in its appUca- 
The resources of that country are enormous : there is a tion to Japan. 
life and vigour in the people that rise with the 
difficulties of their position ; and the wealth of the 
land is always being searched for and, when 
found, instantly developed. In the words of Mr. 
Boutwell, " The abUity of the country to resume 
" specie payments is not due to legislation, but 
"to a condition of affairs which laws could neither 
" create nor prevent. The suspension of railway- 
" building, the discovery of dynamite, and the' 
" invention of the Burleigh drill are the contributors of 
" chief force to the present financial condition of the 
" country ; and dynamite and the power-drUl will remain 
'' as aids to the government in maintaining specie pay- 
** ments." 

Japan, unfortunately, has no trade : her resources Japan has no 
are dormant and unknown : and her laws effectually pre- *'^®- 
elude the increase of public wealth: nevertheless the 
people have to support the burden of a monstrously 
excessive, and absolutely inconvertible paper-currency, 
which they daily find is increasing in amount and 
decreasing in purchasing power, without the slightest 
assurance that the disgraceful abuse is to be checked or 
controlled. 
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Thb Cubbbnoy. 
Japan Gaeette, May Sly 1879. 

Currency The actions of thi syndicate engaged in speculations 

specuiatioiis. j^ Japanese currency are peculiar, and the effect of their 

^ operations is, for the moment, a source of considerable 

surprise to all those who know that the causes which 

forced saiiu to 40 per cent, discount with gold yen in 

February last, continue with greater force now when the 

difference between gold and paper is nominally only 26 

^ per cent. This increase in the specie value of paper is 

, factitious, and, however desirous we may be to maintain 

the currency at a fair r^ of exchange, we cannot fail 

to perceive danger in the present position of affairs. 

Mr. Mounsey'B Mr. Mounsey, lately secretary to H. B. M.'s legation 

r^x"*- in Tokio, in his report on the financial statement of 

1878-79, refers at some length to the finance minister's 

scheme for the redemption of the debt, adding, — 

Fresh financial " There is another feature in this scheme which re- 

acheme. quires notice. The minister of finance does not give a 

single word of explanation regarding it, but it is of 

such importance that his excellency may perhaps be 

justified, notwithstanding my previous remadks, in 

prefixing the epithet * fresh * to his scheme. I refer to 

his proposal to redeem the paper money. How are 

120,000,000 of paper yen=24,000,000Z. to bo redeemed 

in twenty-eight years in a country from which there has 

been a constant and large outflow of coin and bullion 

for many years past ? " 

Canses of the The outflow of bullion here alluded to has been con- 

drain of bumon,gliyej^ble but on government not on trade account. 

The relative values of imports and exports for ten years 

ending with 1877, show a balance of nearly 40,000,000 

dollars which this country is erroneously supposed to 

have made good in specie. This is the contention of the 

balance of trade theorists which has been conclusively 

disposed of in these columns on many previous 

occasions. The real causes of the outflow of bullion 

have been, since the establishment of the present 

administration, the large sums disbursed for vessels of 

war, merchant ships, naval and military equipments, 

and other necessary and unnecessary importations 

Charges for ^^ government account not included in the returns 

legations and Compiled by the customs. To this sum must be added 

consaiateB, Ac. the charges abroad contingent upon the establish- 
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ment and maintenance of legations and consniates, 
interest on the foreign debt, an<i other unavoidable 
demands for specie. Part of tttese expenses are sup- 
posed to have been met of late^'by the proceeds of 
produce, chiefly rice, exported for sale on account of the 
government, and any attempt to estimate the amount 
of the liabilities which the government have had to 
provide for in coin can only be surmised ; but it is 
probably not an exaggerated approximation to say that 
40,000,000 dollars more have been spent for the pur- 
poses mentioned. If this should be correct Japan has Specie value 
had to provide £16,000,000 sterling in specie during the ^6,000,000 
past ten years, a sum which wpuld tax the resources of ^^^^^^y^^^ 
a country far richer in productive power than is Japan. 

With the exception of an abnormal importation of Trade ehows no 
rice in the years of short native crops, 1869-70, amount- ^a-lanoe, 
ing to about $17,000,000, the balance of trade, and 
consequent drain of bullion, are due solely to govern- 
ment needs. The commerce of Japan proper is so 
evenly balanced that it fulfils the strictest conditions 
of barter; that is, the quantity of imports are 
quite dependent upon the yield of Japanese produce to 
exchange for them. 

In a later paragraph Mr. Mounsey again refers to Mr. Mountey'g 
the currency in the following worda : — reference to the 

"'This subject, so intimately connected with Japanese n^iagues. "^ 
finance, has become much complicated since the date of 
my first report, 2nd March, 1877, by the establishment 
of a large number of national banks. There are now 
183 of these institutions in different parts of the country, 
and the aggregate of their issues of notes is stated bjk 
the ministry of finance to be about 23,000,000 yen. Thus 
the total amount of paper money now in circulation is 
143,000,000 yen, and, apparently in consequence of this 
inflation, yen are now at a discount of 11 per cent." 

Mr. Mounsey's report was written in September 1878, 
since when the amount of paper in circulation has been 
considerably increased. The position appears to be :— 
Paper money in circulation as stated ") 

in the financial report September >Yen 120,927,207 

1878 J 

Note issue of 141 National Banks 31,072,880 

Total paper in circulation 152,000,089 
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So^fir^tions to 
limit the baoks* 
note issues dii- 
regarded. 



H. E. Okuma's 
financial policj 
distrnsted. 



100,000,000 jen 
in paper has 
been used at 
par; 



or an increase of nine millions upon the amount stated 
to be in circulation by Mr. Mounsey. 

Various attempts have been made to induce the 
finance minister to declare that the issues of the 
national banks should be discontinued, but without 
success ; and in consequence ,of the issue of late notifica- 
tions there is reason to believe that the process of steady 
" inflation " may be continued at the pleasure of the 
Okura-kio. 

It is not too much to aver that the financial policy 
of his excellency Okuma has not gained either the 
respect or the confidence of foreigners, while among the 
Japanese people it is generally distrusted. His excel- 
lency's vacillation respecting the total issue of paper ; 
his denial of yesterday, his admission of to-day, and his 
refusal to reply to, or indeed to notice simple questions 
which it is his duty, as a servant of the people, to 
answer, has created a feehng of dissatisfaction and 
distrust to which the decline in the value of paper is 
partly attributable. It is, however, due to him to say 
that the recent appropriation of a portion of the small 
reserve of specie contained in the treasury for the pur- 
pose of puttmg a stop to the rapid depreciation, has had 
a good effect in punishing a clique of gambling specula- 
tors, whose operations in the money market have been 
conducted upon the principle of obtaining a large profit 
for themselves by intentionally throwing discredit 
upon, and doing material injury to the reputation of 
Japanese currency. 

The mere fact that the government are in a position 
which permits them to enter the market and redeem, 
with gold or silver specie, such amounts of their own 
currency as may be offered at a discount greater than, 
say, a Umit of 15 per cent., inspires the people with a 
feeling of confidence which does good ; but this power 
cannot be exercised on many more occasions without 
exhausting the treasury of what is now a mere trifle of 
actual coin. 

It seems to be admitted that the equivalent of thirty 
millions of pounds sterling forms a currency at least 
one-third greater than this country requires for all 
purposes of internal exchange and barter. One hundred 
million of yen the country has been able to use and 
maintain at a small discount, if not at par with 
specie. The issue of 279000>000 yen in 1877 was so 
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far justifiable as any hnman circumstances can 

justify the issue of an irredeemable currency, but 

that extra sum was unquestionably the origin of the 

first serious depreciation of the whole. That extra 

issue was put into circulation by the government, who 

defrayed with it part of the demands made upon them 

by the insurrection. When that sum was absorbed into but when that 

the general circulation people began to find that there was ''^'^J^*'/*' 

more " money " than was requu-ed for actual purposes, ^tion bemtn! 

This surplus, incorrectly styled money, has no outlet ; 

it works only in one way; it cannot be sent back again 

to its sources, for there is nothing to redeem the promise 

of payment. A promise to give is not, and cannot be, 

the thing itself. Neither a government token, " a 

" national bank note, nor a cheque, nor a bill, nor a 

" credit, nor a power of drawing is money, is payment ; 

" it does not put property into a man's hand, till the 

** coin distinctly mentioned is given. The thing pro- 

" mised may never be paid at all ; and the thing pro- 

" mised is money" and by money we mean gold, silver, 

or metal, or produce, or other tangible substances which 

shall be marketable in any part of the- world ; which 

shall represent, in fact, the positive equivalent of the 

articles given away in exchange for them. With each 

successive issue of the newly-established national banks 

the depreciation gradually increased. The supply of 

paper exceeded the demand ; no one had any use for it 

m this country, and there was no employment for it 

abroad ; consequently all holders were anxious to part 

with the surplus which lay useless in their hands ; but, 

finding no outlet, no possible chance of disposing of it, 

they consented to give it away at a loss. " They submit 

to a discount, and there is no limit to that discount^ if the 

inconvertible issues are continued," 

There can be no greater burden to a country than a Depreciated 
depreciated issue of inconvertible currency. It is the currency is the 
root and foundation of all evil. The man, however '*^^ ^ •^ ^^ 
loyal he may be in intention, who parts with the fruits 
of his labour, his property, for what he afterwards finds 
is nothing but a worthless promise to pay, sows the first 
seeds of disaffection, while he acquires a deep and even 
deadly resentment towards all those responsible for the 
hard toil and labour which he has been deluded into 
;iving away for mere idle promises (bat can neyer b« 
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A radical cbange It is for the men of this country to be firm in their 
in financial demand for a radical change in the financial policy of 
poiicynecessary. ^^^ empire. They cannot learn too soon that it is not 
the fanciful excess of imports which impoverishes, but 
the drain of specie for governmental expenditure which 
must be checked and controlled if a national disaster is 
to be averted. It is essentially necessary to recognize 
the incontrovertible truth that paper money has been 
issued in excess of the nation's requirements, and that a 
proportionate equalizing depreciation is inevitable which 
no limitation of exchange banks, establishment of gov- 
ernment-supported shoskaSj nor government purchases 
of two or three million yen for specie, can do aught but 
temporarily delay and increase the evil by endowing the 
currency with a factitious value to which it has not the 
slightest intrinsic pretension. 
The interests It is painful to behold this country's trade prostituted 

Kic^(^fe^th *^ g^^tify ^^^ voracity of the few ; its commerce crippled, 
benefit of the *b^ industry of the people dammed up, their energy 
few. baflfled in hopeless attempts at competition, and the 

national resources drained and exhausted: — and for 
what purpose ? The Japanese people must themselves 
answer this question ; we have performed our duty by 
exposing the vicious system which vests in the hands of 
oflBcials the sole power of commerce and trade ; which 
nourishes associations so pernicious in their effects upon 
the people as those which control and monopolise the 
coastwise, rice, and fishery trades, and encourages the 
establishment of national banks for the dissemination 
of further paper and to be the cause of further depres- 
sion, anxiety, and apprehension. 
Value of paper The depreciation of the currency is an inevitable 
in Ma^^'879^^ conclusion, but there is no cause for undue alarm. The 
"* *^ ' over-issue must find its level, which is about thiry-three 

per cent, discount for silver. 

The only re- Present quotations are artificial and cannot be main- 

medj for main- tained unless the finance minister is in a position to 

■eirt quotatio^i^ ■P^^^'^^*^! ^^^ "^^i^^^^^i^ ffojn circulatioiiy at least twenty- 

of 115. five million yen of satsxi. Until that is done the people 

must to learaa to bear the depreciation, and to attribute 

it to its real cause, over-issue, instead of unwisely 

deceiving themselves by believing that Japan is capable 

of supporting an issue of thirty millions of pounds in 

paper currency, an amoimt which a much richer country 

«omd not uftiatain at paor with speoiet 
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CHAPTER V. 
Mr. p. Mayet, a gentleman in the service of theMr. Mayefg 
government, who had some months previously formulat- Sqmdation of 
ed a scheme supported by elaborate statistics for * S^."**^^*"*^ 
system of national fire insurance under government 
auspices, prepared a paper which was read before the 
Deutsches GeseUschaft filr Natur-und Volkerkunde Ostor 
siens in May 1878, in which the author undertook to 
prove, by an arrangement of figures, that the national 
debt of Japan, including paper money, could be 
hquidated within twenty-eight years without any in- 
crease of income or diminution of expenditure. The 
scheme was, of course, chimerical; and would have 
deserved little attention had it not been previously gravely 
adopted and put forward by H. E. Okuma as the remedy 
the government proposed for their indebtedness. The 
scheme, shortly stated, was this :— In July 1878 the 
total debt was 376^ millions of yen, about two-thirds 
bearing interest at varying per centages, and the re- 
mainder being currency without interest. Interest 
annually paid was about 16,000,000 yen, and a sinking 
fond of about 5,000,000 yen was provided each year. 

Therefore, [wrote H.E. Okuma to the prime minister] , h. B. Oknm» 
I have devised a new method, whereby to liquidate the on th« "ame 
indebtedness of the government. I propose that twenty ■^y«ot» 
miUion yen should be annually appropriated from the 
national revenue and together with the interest accruing 
from the reserve fund, be applied to this purpose. The 
said scheme is to come into operation this year and 
continue in force for twenty-eight years, by which time 
the whole of the debt will be defrayed. 

This scheme did not meet with any public confidence ; Ko public 
the ability of the government to carry out their promises S^kMrithor. 
when the only currency the country possessed was in- 
convertible paper, was openly doubted, and for the 
nffioient reason that no reoogoition was made of tb« 
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in debt. 



then depreciation of paper, or provision for its further de- 
cline in relation to commodities. These doubts Mr. Mayet 
undertook to combat, the result being an exhaustive 
report in which he endeavoured to prove the possibility 
of liquidation of all debt, and the redemption of 120 
Last financial millions of paper within the specified period. Strange 
Jl^'J^^jJ^to say the last financial statement^^) shows that with 
the revenue of the past four years of almost equal mean 
nominal amount, the total debt has been reduced by 
22,821,889 yen, inclusive of 16,000,000 of paper money 
said to have been withdrawn from circulation ; while the 
** reserve fund " is actually increased. Had the nominal 
revenue represented real value, this reduction could be 
explained : but assuming the government to be affected 
by the depreciation of currency equally with the people ; 
to be subject to the rise of prices for commodities and 
labour, there was a marked decrease in revenue without 
a corresponding decrease in expenditure. In 1876 the 
value of currency was par ; in 1877, 106; in 1878, 117; 
in 1879, 183 ; in 1880, 150 ; in 1881, 170. Dealing 
with the last four years, 1878-79 to 1881-82, the figures 
given in the financial statements show a mean income 
of 68,889,842 yen, to meet a mean expenditure of 
62,488,289 yen. If the expenditure had been yearly 
reduced to meet the depreciation, the accounts might 
have been balanced in the manner shown ; but that was 
practically impossible. The consequence is, that to meet 
a mean expenditure of 62,488,289 annually, the income, 
reduced by depreciation, has been respectively, 54,186,190 
in 1878; 47,628,566 in 1879; 42,226,228 in 1880^ and 
87,258,488 in 1881. To equalize this depreciation ex- 
penditure ought to have been reduced 13.2 per cent, in 
1878, 28.7 per cent, in 1879, 82.8 per cent, in 1880, and 



Value of 
revenae in 
cnrrency. 



(18) Bwort qf the finanee minUter qf thi Ja^poauH goHnmmL 



Digitized by LjOOQ IC 



B7FS0T 09 DBPfiSOUTIOK OK BZraMDITTma. 



W 



40.8 per cent, in 1881. The national acconntB are stated Effect of 

in currency ; and an obvious example is that amortization on ezpenditace. 

and interest of foreign debt, 1,998,060 yen silver, in 1878 

could have been liquidated with 2,381,880 in currency; 

while the reduced charge amounting to 1,586,142 yen 

silver in 1881 required 2,696,441 in currency. The rise of 

prices renders the same rule applicable to all UabilitieSi 

domestic as well as foreign ; and the reduction of debt, 

and increase' of " reserve fund," are wholly unintelligible 

under the disadvantages inseparable from so grave a 

depreciation of the national currency. 

The questions asked by Mr. Mayet, and replied to by ^^^^'^^^ 
the Japan Oazette^ were the following : — ifc. M»yet. 

1. Does the debt reduce the debtor to an oppressive 
state of dependency? 

2. Is the rate of interest excessive ? 

8. What has been obtained by means of the debt ? 

4. What are the means of liquidation ? 

5. Is the debt profitable, or is it onerous ? 

This redemption scheme is treated at some length, 
because it forms a fair example of the many other pro- 
positions by which the certain liquidation of the state 
liabilities was shown to be easy and certain — ^if the 
creditors would only have patience and confidence, and 
the debtors had money, or real value to give for thei]. 
obligations* 

The National Debt op Japan.(^*) 

Japan Gazette^ June 14, 1879. 

We are indebted, and now beg to record our acknow- Mr. Mayers 
ledgments to Mr. Mayet for his courtesy in placing at l»P«' it« length 
our disposal the printed sheets of his paper upon this *^^ ^t^«- 

(U) A lecture deliTored before the Deatchas Geiellschaft fUr 
Kator-axid Yolkerkiinde Ostasiens, bj P. Mayet. Translated by the 
J«jNm TTtfdbly UaO, Jane 7th, 1879. 
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Bnbject. Two causes materially interfered with its 
reproduction in these columns, namely, the difficulty of 
translating from the language in which it is written, 
German, into English, and its great length which 
would require space egual to eighty pages (of this 
size), of closely printed matter. Within this limit- 
ed scope Mr. Mayet has undertaken to demonstrate 
certain financial problems intimately related to the 
future of this country. Entering at once upon 
the subject of that paper we find that the national 
debt of Japan amounts to three hundred and seventy- 
five million yen admitted by the finance minis- 
ter, and to the five questions proposed by Mr. Mayet 
we are content to answer simply, and in categorical 
order : — 

1. If the word " debtor " is understood to mean 
the present Japanese government generally, or his 
excellency Okuma the finance minister in particidar ;— 
No. 

2. The rate of interest, instead of being excessive, is 
less than one-third of the rate current in Japan. 

8. A burden from which there is no extrication 
under the present conditions of financial mismanage- 
ment. 

4. We repeat the question. A satisfactory answer 
to this would resolve all the others. 

5. Can only be answered in the distant future. 

Foreign debt. ^ The money due to foreign countries is the merest 
trifle which cannot, under any conceivable circum- 

Domettio debt, stances, interfere with the independence of Japan. Bat 
if the liability of the state to its people for valae 
received from them be considered, the debt is so oppres- 
sive, and the possibility of its discharge so remote, 
that it forms a burden of such magnitude that the future 
of the nation truly depends upon the measures to be 
' adopted for its liquidation. The value of Mr. Mayet's 
paper must be estimated solely with regard to the 
success with which he has been able to explain by what 
means the national liability can bo liquidated. We 
submit that to follow the author through a multitude of 
tabulated figures is but to follow him through all the 

The fftete of the confusing elements of his essay. The facts are so 

pofitioiL simple, taken by themselves, that the ordinary observer 
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eannoi fail to comprehend the position almost at a 
glance. The government have bound themselves to Goyernment 
redeem, within varying terms not exceeding thirty years o*>^fif**ioa«« 
from 1876, nearly 245,000,000 yen of the tate sliability. 
The balance of their indebtedness is chiefly for paper 
money, and amounts to, inclusive of the issue of the 
national banks, and exclusive of 27,000,000 yen com- 
prised in the sum promised to be repaid withi an 
specified term, about 158,000,000 yen. For purposes Specie in the 
of liquidation the country possesses, upon Mr. Mayet*s countary, 
calculation, 81,987,727 yen in specie. In dealing with 
this intricate part of his paper, Mr. Mayet cautiously 
adds " to judge from the rarity of gold and silver coin and in eironla- 
" in circulation, the thirty-two millions of precious ^^' 
" metals are mostly treasured and looked up by prudent 
" people, and so far withdrawn from circulation. I 
" scarcely beUeve that there are in circulation twelve 
" millions of precious metals, both large and small coin 
"included." We had hoped that Mr. Mayet would What Mr. Mayet 
have thrown some light upon the question of chief and j^^^'^J^TL*^ 
vital importance in regard to the subject he ventures to ^°^^^ 
deal with. He has come before the public under- 
taking to demonstrate that to discharge a liability of 
875,250,000 yen is not merely theoretically possible, but 
that " the liquidation of the total Japanese national 
" debt of 875| pillion yen, which also includes the 
" paper-money, may be completely accomplished in 
" somewhat less than 27^ years, and that without any 
** increase in taxes, without using the reserve fund and 
" icithout any diminution in the former capacity to meet 
" extraordinary expenses,'' and, while making this He omite to 
emphatic .and truly astoimding assertion, he omits, ^tate amount of 
negligently or from indifference, to state the amount of S^^gt ^^ 
specie held by the government in reserve even against P**^- 

their liabilities for paper money only I Are we to 
understand that of twelve million yen of specie 
in circulation the treasury holds all or a portion 
only? The amount is so small that the question 
is scarcely material. The estimated quantity of specie 
in the hands of the government is known to be 
reduced to such a mere nomiqal sum, and assum- 
ing that all the precious metals in the country 
not hoarded ** by prudent people " form part of 
the reserve fund, the position of the state is as 
follows ; — 
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^^ Doe to nnsecnred creditors, and to be re- 

deemed within twenty-eight years 

from 1878 Yen 254,333,147 

Paper money issued under promise of re- 
demption within fifteen years 27,000,000 

Paper money issued without defined period 

of redemption 93,927,209 

Guaranteed issues of tlie national banks... 22,958,240 

Total Yen 398,208,596 



Assets. 
Held in reserve by the treasury, and loans 

due to the state on 30 June, 1878 ... Yen 63,270,717 

Of this last sum, as will be seen hereafter, not more than 
two-fifths can be relied upon as "surplus" funds, 
three-fifths being revenue received and not then, but 
which since has been, disbursed for national expenditure 
for the period for which it was collected. In stating 
27,000,000 yen as " surplus " we make a liberal 
allowance.(^^) 

And of that sum paper Yen 15,000,000 

„ „ specie 12,000,000 

Bonds deposited by the national banks to 

secure their note issues 22,958,240 

Total Yen 49,958,240 



Deficit Yen 348,250,356 

LiabUities and A more exact method of stating the deficit is to 

••"^- reduce the liability by the amount of paper money and 

bonds in possession of the government, and which must 
be treated for these purposes as retired liabilities on a 
given date. If this be done it will be found that the 
state liability is 860,250,856 yen, and the assets 
12,000,000 yen only, sufficient to redeem about three 
and one-third per cent, of the liability. 

(15) I'he *' reserve fimd" was not then understooi. It 
since been shown to be a mere cash balance. (Vide pages 90-91). 
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This position, gathered from the figures furnished Mr. Mayet 
by Mr. Mayet, must have been contemplated by him, j?*^?^*!^®' 
for he assures us, as the result of his complete inquiry, without ^^ecie. 
that the whole liability of Japan, inclusive of paper 
money, maybe completely liquidated within the period of 
a soliu: cycle. This assertion Mr. Mayet does not consider 
weakened by the facts he has proved to his own satis- 
faction, namely, that the country is almost drained of 
specie, and that the balance of trade has, of late 
years, been materially against Japan. This may be 
a paradox ; we confess our inability to understand how 
the debt of Japan can ever be liquidated without specie. 
Mr. Mounsey, referring to the finance minister's pro- 
position to liquidate, says, ** How are 120,000,000 of 
** paper yen:=24,000,000Z. to be redeemed in twenty- 
** eight years in a country from which there has been a 
" constant and large outflow of coin and bullion for 
" many years past ?"(^^) Mr. Mayet clearly shows that What the Japan 
specie is exhausted ; that the demand for specie to ^^^^^^ Mwrud. 
pay for imports continues, and yet he declares that 
Japan is able to discharge her heavy indebtedness to 
the people without moneys and without any means of 
obtaining it! Further criticism of this portion of 
the paper is unnecessary. Mr. Mayet avers that the 
debt may be liquidated in the time specified; 
we meet the asseiiion by saying that if the. finance 
minister can set aside a constant sum of 21,199,056 yen 
annually, and if he can also provide specie sufficient to 
redeem the liabiUty for kinsatsu, for which at present 
there is no provision whatever, his object will be 
gratified, and the national liability will be extinguished : 
but as the power of procuring sufficient specie for the 
redemption of paper without borrowing from abroad does 
not exist under present conditions, the extinction Of the 
debt in any "number of years, however simple it may 
appear in theory, is, in practice, an impossibility. 

We have no intention of impugning the accuracy of Mr. Majefg 
Mr. Mayet's statistics, but we certainly must take ex- ^a^tioii of 
ception to the inferences he draws from them. Belying, ft^'J^***"^* 
apparently with implicit confidence, upon the figures 
supposed to represent that wonderfully elastic account 
wmoh is used to balance all awkward deficits, and to 

(16) Beport on the finanoial statement, 1878*79* /apon Qqm4^ 
ma editiont toL ZVlt page 296. 
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Or»wth of the 
reterrefand. 



What is the 
reeenrt fond P 



which all siirplusaf];e8 are placed, he quotes the reserve 
fund set out in the financial statement for the year 
ending June 30tb, 1879, in support of the following 
assertion, which is prefaced by a list of thirteen classes 
of extraordinary expenses met from the ordinary revenue 
without making any loan. 

" All the first mentioned, extraordinary, large, and 
*' important items of expenditure, and besides — as al- 
" ready stated — ^from 31 to 33(^^) millions of yen in 
** reserve have consequently been covered from the 
" ordinary revenue during the period 1868-78, without 
*' any increase in the national debt." 

Mr. Mayet is to some extent excusable in treating 
the reserve fund of 63,270,717 yen as surplus moneys, 
but he is not right in doing so. The ascertained 
reserve fund, as shown in the actual statement 
for the 8th year of Meiji, was 28,841,416 yen only. 
In the last estimate the minister says, — ** An augment- 
'* ation has been made to the reserve fund, by the 
" transfer thereto of the surplus revenue of the eighth 
** and previous years.'* The surplus of the eighth year 
we know was only 279,434 yen ; it is scarcely possible, 
it is certainly unreasonable to believe that the ** previous 
year" could have yielded a grand swr^^Zw^ of 34,650,000 
yen, though a large sum was attempted to be explained 
to Mr. Mounsey, who refers to it in his report published 
in the mail edition of this paper on the 25th November 
1878, page 10. Mr. Mounsey characterized that 
increase in the reserve fund as ** the third remarkable 
•* feature of this year's estimates." If the finance mi- 
nister was enabled to augment the reserve fund by 
surpluses amounting to 35,000,000 of yen where, may 
we ask, was this money held before it was carried into 
the nation's accounts ? 

A cursory glance at the reserve fund and its forma- 
tion is excusable. His excellency Okuma says that the 
first financial estimates were framed in the 6th year 
Meiji, 1878, and that from and after that year estimates 
were regularly issued. Previous to the financial year 
1876, "no plan existed for testing the results by an 
examination of the actual income and disborse- 



(17) These fiqi'ures appear somewhat uninteUigible in the 
traniUtion, but Mr. Mayet has f ornished a list of trrota in which 
»B escplft&Ation is girea. 
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ments"^®) and no exact method of accounting was 
known, but the report of the actual revenue and expen- 
diture for that year shows that on the 80th June 1876, 
the total amount of the reserve fund was 28,841,416 
yen. In the statement for the year ending June, 1877, 
it stood at the same amount. The statement for the 
year ending June, 1878, shows an increase to 89,081,588 
yen, and in the last estimate the amount is said to be 
63,270,717 yen. If the official statement of actual 
revenue and expenditure for the financial year ending 
June 1876 is correct, all estimated expenditure to the 
close of that year had been defrayed, and the reserve 
fund really comprised the sum it is said to have con- 
tained at the date of the issue of the last estimates, 
June 1878, the surplus revenue in two years amounted, 
therefore, to no less a sum than 84,929,801 yen! 
Where does it come from ? Mr. Mayet refers to the 
reserve fund and treats it as surplus revenue, indifferent 
to the fact that the annual estimates are framed in a 
manner which, at variance with all rules of bookkeep- 
ing, defies the most skiUul accountant to trace the 
beginning and the end of the cash account. There is 
no cash account in fact. Whatever the deficiency may Increase and 
be, or unexplained smplus that suddenly turns up, the decrearo of 
reserve fund is at once diminished or increased. No '®"®'^® '"^*' 
greater j^roof of this can be had than the finance minis- 
ter's own words to Mr. Mounsey. His excellency Okuma 
clearly does not calculate upon any such surplus as that 
impUed by the figures of the reserve fund, for, in the 
preface to his last estimates, he uses the following re- 
markable words:—** From this time 20,000,000 yen will 
" yearly be set ajiart from the income of the government 
"for twenty-eight years,* in the course of which period 
"the national debt will be paid off. The national 
" liabilities being large the money set apart for their 
"redemption will reach one-third of the government 
'* income, a sum so large that, in order to carry out the 
" regulation effectively there must be careful manage- 
" ment in reducing the annual expenditure, so as not to 
" exceed the amount stated in the estimated tables. If 
" the expenditure happens to be larger than that fixed 
" in the tables, the consequence will be loss of govern- 
<< ment credit with the people and diminished circulation 



(18) T9lb<« T(m«f| vol V. page 78, 
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" of money which would bring about embarrassments of 
" a serious character.'* Is it not reasonable to infer 
from this that if the estimated expenditure is exceeded 
the amount set apart for the redemption of the debt 
must be diminished in like proportion, and that govern- 
ment credit will suffer in consequence ? If there should 
be such a surplus as Mr. Mayet declares to exist, equi- 
valent to 3,000,000 yen annually, after deducting the 
amount of debt which cannot be otherwise explained 
away, and after full provision for the extraordinary 
expenses enumerated has been made, w^hy should the 
finance minister display so much anxiety as to his power 
to carry out his intention to set apart, for the liquidation 
of the debt, a sum only 8,618,009 yen larger than that 
devoted to the same purpose in the previous year, and 
actually 2,057,768 yen less than the sums provided for 
the liquidation of home and foreign debts and payment 
of pensions in 1876, and 951,965 yen less than in 1875? 
The •• rcaenre In truth, the reserve fund cannot be intended to express 
the bidwiw^f^^ the surplus revenue ; it is, so far as a practical judgment 
an open account, can form an opinion, nothing more than a cash balance, 
representing the sums received minus the disbursements 
made at a given date, and bears as much relation to the 
surplus, or net excess of revenue, as the balance of a 
merchant's cash book does to the balance of his profit 
and loss account. Discarding for the present questions 
of mere probability, we may briefly refer to facts. The 
revenue for 1875-76 was much larger than any pre- 
viously raised, so far as the figures at our disposal show. 
The amount actually received was in excess of the 
estimates by nearly 900,000 yen, while the expenditure 
exceeded the estimates by nearly 700,000 yen, the real 
result of the actual income and disbursements being a 
surplus of 279,434 yen only. We must bear in mind 
that the changed conditions of the land tax made reduc- 
tion in revenue unavoidable, and the estimated expendi- 
ture was perforce reduced accordingly as follows : — for 
1876-77 by 6,000,000 yen, 1877-78 by 17,000,000 yen, 
and 1878-79, by 15,000,000 yen, as compared with 
1876-76. If the ** surplus '' for 1875-76 with a revenue 
of 69,600,000, was less than three-eighths per cent. 
only, what surplus is likely to accrue from the working 
of the following, years, during which all possible reduc- 
tions have had to be made to make the diminished 
ixioome cover the estimated expenditure? Upon tbc 
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answer to this must depend, in great measure^ the 
increase of the reserve fund. 

We will not weary our readers with further reference Enlogy upon 
to this matter. Mr. Mayet shows that a surplus of 81 1^« saTings of 
lo 32 millions has been obtained from the working of **'®^^®'^"®'**- 
the years 1868-78, and we must be content to -quote his 
own words of admiration in respect to this extraordinary 
saving. He says : — " I do not hesitate to declare this 
" to be quite an extraordinary feat, a feat to which, 
** perhaps, no parallel is to be found in history, and 
" which reflects the highest credit on this country, that 
" only the other day became open to civilization." 

The trade statistics used by Mr. Mayet show that Stotiitici of 
during the ten and one-half years, 1868-1877, imports *'*^®' 
amounted to 261,000,000 yen and exports to 197,000,000, 
or an excess of the former of 64,000,000 yen. These 
figures are said to be taken from the custom house 
reports, but they vary so materially with the reports 
furnished by H. B. M. consuls in Japan that one of 
these sources of information must be untrustworthy. 
There is no agreement between the figures of any one 
year, and the total of the exports given by Mr. Mayet 
are less than the consular returns for ten years, 1868- 
1877, 2,600,000; the imports are in excess by 24,300,000 
yen. The extra half-year is not sufficient to account for 
these discrepancies. 

Without following Mr. Mayet's observations upon Erroneou* 
the trade of Japan, and the irregular and unwarrantable dednctiona 
deduction that the tariff convention of 1866 is respon- ^^orrocted. 
Bible for the complete exhaustion of the bullion at the 
disposal of the nation, we will offer a few remarks of 
our own upon Japanese commerce, even at the risk of 
repeating matter familiar to all interested in such 
questions. 

The impartial observer of mercantile affairs in Japan Trade m it ia. 
should at once discard the illusive theories which have 
so long been urged as truisms. These theories are, 
first, that the "balance of trade " is against Japan ; 
second, that the customs tariff is the means of impro- 
verishing the nation's resources. Both these theories 
we denounce as unjustifiable: we cannot qualify this 
epithet when we find foreign ministers solemnly 
quoting erroneous ideas to their governments, 
and foreign statisticians accepting them as axioms. 
The next step is to draw a distinct line between trade 
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J>roper» that is trade oondneted by merchants, and trade 
improper, that is trade conducted by government officials 
or mider their direct cognizance and control. " Proper 
trade " is in favour of Japan. It is ruled entirely by the 
measure of value of the eiports, and under conditions 
■which give to the native merchant every conceivable 
advantage. The influences of government-sanctioned 
institutions limit the number of native merchants in 
direct dealing with foreigners. The former create a 
species of guild, which prevents competition among 
members* Japanese combine to buy ; foreigners, on the 
contrary, compete to sell. This is in the import trade, 
and in the export trade the relative positions of Japan- 
ese and foreigner are reversed ; the latter being always 
at a serious disadvantage. The customs' returns em- 
brace the cost value of goods, and assuming the total 
imports of any given period to be 20,000,000 dollars, 
the sum the seller will receive for them must depend 
entirely upon the quantity and value of exports. If the 
latter only realise 18,000,000 dollars, the imports, 
which cost $20,000,000, will be bartered away for pro- 
duce worth only $18,000,000, at a loss to the importer 
of $2,000,000. The imports are lying here : financial 
considerations prevent their retention beyond a certain 
term : they must be sold : the consumer has nothing to 
ffive in return for them but a quantity of produce, and 
lOT that produce he demands imports in quantity as 
much larger in proportion as the nominal value of his 
produce bears to the total value of the supply of imports. 
We commend this problem to the attention of theorists 
and statisticians, for upon it we base the following 
Th««ff6etof precise assertions. Whatever influence the revised 
^vSira^ti^ ^ tariff of enhanced duties upon imports may have upon 
iKth?ftpML^ trade the burden will fall upon the people, the con- 
sumers, who will still have nothing but their produce to 
exchange for necessary imports. These imports will, 
by the operation of the tariff, become ten, twenty, or 
thirty per cent, dearer; the consumer will therefore 
receive, in return for his produce which he barters 
away, just ten, twenty, or thirty per cent, less quantity 
of imports. The foreign trade of Japan, so far as sUitis- 
tics show, balances itself; it will always he measured by the 
iupply of the country's surplus production. By exactly the 
saleable value of Jupan's natural exports will the import 
trade he governed, irrespective of tariff conventions what- 
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ever their nature may he short of their being prohibitory, 
until the productive power of the country is increased 
beyond the actual wants of the people. 

We can anticipate the question of where does the What becomef 
specie go to. It has been steadily drained from the ^' ^^ specw. 
country, and is still being sent away in form of govern- 
ment shipments of rice for sale abroad, to defray the 
charges of the administration. It is to govern- 
ment trading : to the innumerable branches of official 
expenditure for which specie is indispensable : to the 
circumstance that whatever the state obtains from 
foreign countries is paid for in the proportion of two 
metallic yen at least for one in value received : 
it is to these causes, and to the absence of audit and 
control, that the finance minister must attribute a 
treasury drained of specie, the national credit seriously 
damaged, and taxpayers religiously hoarding, and 
obstinately withholding from circulation, two-thirds of 
the small quantity of precious metals the country 
possesses. 

Our self-imposed task is nearly concluded. The The result of an 
industry of Mr. Mayet commands respect, but the result 5^^ ^' ^' 
of his labour is barren to a degree. He has analysed ^ " paper, 
the financial position of the Japanese empire, and in 
attempting to prove impossibilities to be possible, he 
has shown, by an elaborate display of figures, that it is 
within the power of a nation to defray its liabilities with 
nothing except its weakened and declining credit ; and 
he has also exposed the rottenness of the system which 
is now engaged in carrying on the work of financial 
administration by means of a system of accommo- 
dation bills, promissory notes, and unlimited accept- 
ances, to meet which, when the cash liability upon 
them can no longer be evaded, the assets are practically 
nothing. 



DuBiNO the month of July following the First Na- The redemption 
tional and Mitsui Banks were entrusted with the task of operSion?* "^^ 
putting this scheme into operation, for it had been 
formally adopted by the then finance minister. The 
Tokio Times thus alluded to it :— 
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The national 
debt to be extin< 
guished in 
twenty-six 
years. 



Nature of the 
loans to be 
liquidated. 



A Bemabeable Document. 
ToMo Times, August 8, 1879. 

The scheme for the redemption of the Japanese 
" national debt, which we publish in this issue of the 
Tokio Times, was promised last year by the finance 
minister, in whose department it has been carefully 
elaborated. It is now published by the First National 
and the Mitsui Banks, which have the charge of the 
operation. The explanations are as lucid as the plan 
is simple. Impossibilities are not expected or predicted. 
Due allowance is made for the future, and it is admitted 
that the successful consummation of the measures 
proposed is dependent upon the preservation of peace 
and the adherence of the government to principles of 
economy. The total of the national liabilities amounts, 
in 1879, to yen 875,250,356. According to the device 
for the redemption of the national debt, the whole will 
be virtually extinguished in twenty-six years, or by 
1905, when there will only remain of government in- 
debtedness about three and a half millions' worth of 
debentures of the old domestic loan, which has not to be 
redeemed in full, according to the agreement with the 
bond-holders, until the lifty-fourth year of Meiji, or 
1921. But the money for its redemption will be available 
in the last year of the working of Mr, Okuma's project, 
when Japan, if no serious commotions trouble its pro- 
gress, will be in the proud and unusual position of a 
country without a debt at home or abroad. 

The first part of the paper is devoted to an explana- 
tion of the nature of the various loans contracted by the 
government, their extent, and the period at which they 
will be respectively redeemed. Thus, the old domestic 
loan now consists of less than ten million yen, the whole 
of which is to be refunded, as already mentioned, in 
1921. But the new loan, amounting at present to 
twelve millions, is to be obliterated, by 1896, in drawings 
to be made each year or every two years, for large or 
small amounts, at the option of the Kura Sho. The 
remainder of the funded debt comprises the various 
pension bonds, and the fifteen million yen borrowed 
from the Fifteenth National Bank toward the defrayment 
of the cost of putting down the Satsuma revolt. Of the 
foreign loans the ** old," originally of one million pounds 
Bterlmgy for railway purposes, has already been reduced 
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to four hundred thousand pounds, and will be entirely 
;paid off in 1882. The " new " loan, contracted three 
years ago, has been slightly reduced by the first pay- 
ment, and now stands at about two milUon two hundred 
thousand pounds. It is to be redeemed in full by 1897. Authoritative 
As the government account stands, the only serious g^^^paper 
items of indebtedness are the Kinroku pensions, amount- mooey in 
ing to one hundred and seventy-four millions, and the circulation, 
paper money in circulation. On the latter subject so 
many and grievously malicious false statements have 
been made that it is satisfactory, if unnecessary, to have 
the unimpeachable testimony of the two most important 
banks in the empire as to its total, which, on the 1st of 
July, was nearly one hundred and twenty-one million 
yen. It includes the whole of the old kinsatsu recognized 
by government, and for the most part converted into 
new notes, and the twenty-seven million yen issued two 
years ago, and applied, together with the loan from the 
nobles' Jbank, toward the cost of the armaments neces- 
sitated by the troubles in the south. 

The grand total of the liabilities of the imperial The total 
exchequer is two hundred and seventy-five million yen, liability, 
to defray which, in the course of the coming twenty-six 
years, six hundred and twenty-six milhons will be 
required. Of this sum more than five and a half millions 
are transferable in annual sums from ordinary revenue. 
The balance is supplied by surpluses and reserve fund, 
the repayment of a small loan by the colonization de- 
partment and a redemption fund. With reference to 
the withdrawal of paper money, special attention is 
drawn to the fact that upward of seven million yen will 
be redeemed during the current fiscal year, instead of 
only half a million as provided in the estimates. 

The scheme for liquidation of the whole debt allows Order of 
an average of twenty -two million yen for each of the ^^^^^^^^^ 
twenty-eight years over which it extends ; and the latter 
part of the pap6r is occupied with a succmct, and at 
first glance intelligible, recapitulation of the transactions 
of each twelve months. The asterisks which denote the 
eradication of a debt do not commence to appear until 
the fourteenth fiscal year, where the old foreign debt is 
the first to vanish. Then disappear, in order and at 
intervals, the Chitsuroku, Kiu Shin Kuwan and Kinsat- 
BU bonds, the latter being disposed of in the twenty- 
first year. In the twenty-mntb the new domestio and 
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foreign loans, and the advance for the expedition to 
Satsuma are dropped, leaving but the Kmroku and 
public works loans to be obliterated in the interval 
between then and the thirty-eighth year, when the last 
sixteen million yen of paper money are withdrawn, and 
the three and a half million balance is provided, for the 
future extinction of the final obligation of the state — ^the 
old internal loan. 
The project is Such is a brief sketch of Mr. Okuma's really re- 

r^urc^^f*^e ^^^^l^o-l^l® device for freeing the nation from a debt by no 
treasury. means cumbersome. The realization of the project 

appears to be fully within the resources of the treasury; 
and demands only that reign of moderate prosperity and 
the absence of war, which, it is admitted, is essential to 
its success. That such a period will occur to help the 
hands of the ministry is to be devoutly hoped for ; and, 
indeed, as far as human foresight can go, there is no 
reason why it should not be secured. Meanwhile, it is a 
gallant sight to see the statesmen of this brave little 
empire fighting for complete financial liberty, and dis- 
playing to the groaning and embarassed chancellors of 
the western world the example of one people determined 
to apply to their public business the maxim that safety 
lies in freedom from pecuniary trammels. 



CHAPTEE VI. 
Silver yen The close of the year 1879 witnessed the introduction 

tendw! * ^^ ^^ the Japanese silver yen as a legal tender, two foreign 
banks having agreed to accept that coin at par with the 
Mexican dollar, the only coin then current in the settle- 
ment of Yokohama. The influence of this measure upon 
the paper currency, and its bearing upon foreign trade, 
are discussed in a series of articles which will be found 
in a subsequent separate chapter. The following articles 
and letters will conclude the review of the causes which 
brought about the depreciation of the currency to a 
point from which there has been no substantial 
recovery, although fluctuation has been frequent and 
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During the last three months of 1879 and the first Effect of dei 



T6- 



dep] 
four of 1880 the effect of depreciation was speciaUy ,^fowiJ2^ 
visible in foreign commerce ; and considerable uneasi- c<>«™«'0«« 
ness prevailed at that time. Much attention was, there- 
fore, again given to the general subject by the foreign 
press in the hope that the attention of the government 
could be aroused to the wisdom of adopting some 
earnest and genuine measures for reform in the financial 
administration of the empire; but without success. 
Various schemes have been put forward with the 
object of supplying the treasury with indispensable 
specie; but as their empirical character was too 
transparent and the inevitable reaction threatened 
very grave consequences, all proved abortive; and 
1881 closed without the adoption of a single sound 
process to ameliorate the condition of the national 
currency. 

An Approaching Financial Crisis. 
Japan Gazette, May 15, 1880. 

That the fluctuations and steady decline in value of Futmty of the 
the paper currency of Japan should be the source of «^RP®<ii«»t« 
inconceivable uneasiness and alarm to the imperial gov- S^Sj^tion?^^ 
emment will excite no surprise, even among those who 
maintain that the issue is comparatively small and well 
within the resources of the nation to support, and, if 
such a course is advisable, to redeem. Advised as we 
are of the great anxiety felt by the ministers of the 
Mikado at the rapid extension of the injurious influence 
upon commerce of depreciated domestic credit, we can- 
not disguise a feeling of intense astonishment at the 
evident unwillingness of the authorities to deal with the 
matter upon sound financial principles: at their 
apparent determination to hazard all those expedients 
the utter futility of which has been placed beyond doubt 
by the practical experience of ages ; and their evasion of 
the only true line of action which can in any way tend 
to restore the confidence of the people in the govern* 
nratal promises to pay. 
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Erroneona The impressions that pervade the minds of many 

nature of otherwise well informed people seem to be, that the 

re8pe?ting*cause Atictuations in currency are due to the effect of foreign 
of fluctuation, trade : that the revival of ordinary export business will 
bring about a corresponding rise in paper ; and that, 
had it not been for speculation now happily checked by 
official interference, the depreciation of seventeen days 
ago would never have been reached. The erroneous 
nature of these impressions is due to the habit of 
ascribing to foreign trade an influence it has never 
possessed. So far ifrom being the cause of the deprecia- 
tion of ciurrency, foreign trade is responsible for that in 
no greater degree than it is for the increased price of 
rice, which now stands at famine rates in face of a 
harvest with a truly splendid sui-plus. The truth of the 
matter is, that the discrepancy in the relative values of 
silver yen and kinsatsu is due solely to the over issue of 
the latter, the want of power to redeem it, and the 
absence of confidence in the financial poUcy of the state. 
In dealing shortly with this subject we shall rely 
upon the collected and digested opinions of several men 
of extended experience and sound business capacity ; 
and we respectfully invite the attention of his excellency 
Sano Tsunetami(i9) to those propositions for reform 
which must, sooner or later, be carried into operation 
if the nationsci credit is to be restored. 
Address to the In venturing to address your excellency we shall 

finance minister, point out that the want of coniidence in the financial 
policy of the government is due to the popular disbelief 
in the figures given as the total issue of the state, and 
the so-called national banks. It was not until after the 
pubUcation of the memorable memorandum of Messrs. 
Inouye and Shibusawa, wherein the indebtedness of the 
nation was put down at a sum which, including, as it 
professed to do, all the liability for paper money, 
presented a startling total. These figures were officially 
denied by your excellency's distinguished predecessor, 
who declared the limit of governmental indebtedness to 
be within thirty-one and a quarter millions of yen, for 
home and foreign liabiUties together. It was not until 
nearly three years later, namely, in January 1876, that 
his excellency Okuma admitted, for the fijst time, a 

(19) Finance minister, ind successor to H. S. Okunift, Sinco 
jreiijpea and socc^eddd hj H. £. Matiakftt*. 
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liabDity on paper currency of 94,803,819y%^^ yen ; but 
we look in vain through the explanatory notes of that 
and subsequent statements for the mode in which this 
fractionally exact assessment of the quantity of paper in 
circulation was made up. We submit, your excellency, 
that men of business can only be amused by assertions 
of this character. Incredulous in all matters of business 
they are absolute unbelievers in accounts unsupported 
by vouchers or other substantial proof, and not 
formally certified by responsible auditors. This 
pubUc disbelief in the financial statements must be well 
known to H. E. Okuma, whose experience and acumen 
are understood. Why is it then that he has persistently 
adhered to the practice of publishing unaudited budgets, 
and sought to support his figures by semi-official state- 
ments made through the medium of the subsidised 
organ, the ToMo Times, and the reputed instrument of 
another department, the Japan Mail ? The only addi- 
tion to the paper issue is said to be 27,000,000 yen 
necessitated by the expenditure upon the insurrection in 
the south : and the last official estimate announces the 
withdrawal of a sum which reduces the circulation to 
113,427,992 yen. To this must be added the notes of A emaU addition 
the national banks which make up a total of approxi- ^ *^® volume 
mately one hundred and fifty million yen. If it be ^d^spro^or-^ 
admitted that the quantity of government and bank tlonate depre- 
paper in circulation in November 1878 was, as ciation. 
stated in the Tokio Times of November 23rd, 1878, 
145,416,121 yen, it will be apparent that if the 
estimated specie value of that sum one and one-half 
years ago was 126,264,000 yen,(2o) the issue of a further 
sum of about 5,000,000 yen in national bank notes has 
had the effect of depressing the value of the whole sum 
to 98,750,000 silver yenC^^) ; while the nominal value to- 
day is about 113,000,000 yen^ to which it has been 
forced by measures to be hereafter alluded to. 

These facts speak for themselves. The evidence is Evidence in 
conclusive that one year and a half ago an issue only support of the 
three per cent, less than at present readily circulated at ^^e^asof^ttie"* 
a moderate discount, such as might reasonably arise sum stated. 
from the known addition of twenty-five per cent, to the 

(20) Market rate of exchange 112 satsu per $100. 

(21) About the end of April the market rate was 160 satsa per 
lOO wlTcr yen. 

(22) Exchange 182. 
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total oansed by the eiqpenses of the rebellion: and we 
consider the evidence is equally conclusive in favour of 
the belief that the circulation is now vastly in excess of 
the sum stated by your excellency's predecessor. This 
belief is strengthened by experience of the ascertained 
Effect of lupliis effect of over issue in other countries. If the currency 
of ipocie* be gold, no more of the coins will remain out than there 

is work for. When a merchant has 2,000 gold coins 
and finds that 1,000 will do his work, he deposits the 
remainder with a banker, or in a secure place ; and it 
temporarily disappears from circulation. But if notes 
are issued as they now are by the Japanese government, 
notes which cannot be sent back again because, instead 
of being a merchantable commodity like the precious 
metals, they are only promises to pay which cannot be 
redeemed, the circulation quickly expands into excessive 
numbers, far beyond what the exchanges of property to 
be eflfected require. Hence every holder is anxious to 
part with them, and finding no outlet, consents to give 
them avay at a loss. They submit to a dis90unt, and 
there is no limit to that discount, if the inconvertible 
issues are continued. (^) 
Whftt tbie people Two years have elapsed since the first of a series of 
require* appeals wad made to your excellency's predecessor to 

adopt those measures which alone can tend to create 
popular confidence in the ability of the government to 
redeem a proportion of their liability for lansatsu. The 
people ask — and are not the people who are vitally 
affected by the financial crisis entitled to ask ? — ^that 
vigorofis measures shall be adopted to satisfy them 
upon the points following : — 

1. — The total sum now in circulation. 
2. — Satisfactory proof that no further issues shall be 
made without their approval. 

8. — The suspension of the mistaken policy which has 
permitted a number of associations called banks to 
pledge the credit of the state to a note issue of thirty- 
six million yen. 
The posHiioii ii Desperate diseases require desperate remedies. 
d«"P«»t«« Every day's delay is aggravating the embarrassments 

caused by the depreciation. The schemes adopted to 
create for the moment an artificial value for paper must 
all melt like snow in the sun before the one overwhelm- 

(28) Profeesor Bonam j Price on Paper Cnrrency. 
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ing fact that the quantity of specie available for 

currency redemption is not enough to withdraw from 

circulation one-tenth part of the issue. Cognizant of Exchange quo- 

this fact the quotations of the exchange shosha become ^\*^Ji^ ™®'* 

mere delusions. Silver may be said to be purchaaeable 

at the rate of 110 satsu per 100 yen, but every one 

knows the quotation to be a delusion, because the 

quantity of silver available is utterly insufficient for the 

purpose. But while these delusive quotations entirely 

fail to perform the objects of their promoters, they 

answer purposes infinitely injurious to the nation at 

large. Commerce proper is superseded by ' wild cat * SpeouUtlon 

speculations in the rise and fall of government credit. J*™?***- 

The native merchant dare not conclude his transactions 

with the foreign merchant for he feels that before he 

can complete the resale to the consumer, and receive 

the proceeds in paper that paper will have fallen to a 

still lower depth than before the artificial reaction ; and 

he is perfectly aware that if he seeks to protect himself 

by charging the consumer a price commensurate with a 

reasonably anticipated fall, the consumer is prevented 

from buying by the extravagance of the cost. This Effect upon 

condition of aftairs reacts severely upon commerce, co"^"*®'*^- 

Stocks have been steadily accumulating although a 

good demand exists, and sales would be gladly 

completed if the currency, of which there is no lack of 

supply, possessed a reasonable purchasing power. But 

it does not possess that power, and the consequence ia 

depression in commerce of a serious character, without 

any indication of even temporary relief. 

This is the condition of affairs. Every expedient Sound policy 
that suggests itseK will be tried in vain if the experience ^*" .*^^® *^*'* 
of th6 past is not utterly fallacious. In the name of ihe 
people we appeal to your excellency to adopt a sound 
and straightforward policy as the only means of preven- 
ting a financial crisis, and consequent commercial panic, 
which must be attended by consequences most dis- 
astrous. You have to deal no longer with a confiding 
people almost childlike in their simplicity, but with men 
of business now thoroughly alarmed at the prospect of 
ruin which the continued depreciation of paper muBt 
certainly bring about. 
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Attempt to oasti At a meeting of the Nobles' Club held in Angost 
commerce^Se 1880, H. E. Iwakura addressed the members at great 
Sitio^^^^^'*' length, dwelling upon the embarrassed state of the 
finances, and attributing it to the influence of excessive 
importation. These statements were seized upon by the 
native press as a text for various attacks upon fweign 
commerce ; all the evils that afflicted the country were 
declared to be the result of a drain of money to defray 
the ** adverse balance of trade ;" paper money had been 
issued by the government to replace the specie for 
necessary currency purposes; and the depreciation of 
that paper was due to the continued demand for specie 
with which to balance the ruinous excess of importa- 
tion. This speech of H. E. Iwakura, erroneous in every 
particular, yet none the less effective, inaugurated 
the diiUke with which foreign commerce has since 
been regarded, and which will require many years to 
overcome. 

His ExcELLENcrsr Iwakura on Foreign Trade. 
Japan Oazette, Aiigmt 14, 1880. 

H. E. Iwakura'i We translate from the Choya Shinbun of August 6th 

addrosfl. ti^g following passage : — 

" At a recent meeting of the Nobles* Club, his Excel- 
lency Iwakura, Udaijin, president of the club, said : — 
* The importation into this country far exceeds in amount 
the exportation ; paper money has therefore lost its 
value, and the national finances are in a more threaten- 
ing condition than ever before.' " 

Its probftble The meaning of this passage in the original is, that 

influence. consequent upon an excess of imports, the paper currency 

of Japan has depreciated, and the finances of the empire 
are deranged. His excellency Iwakura is the most 
eminent member of the Mikado's government, aod his 
opinions upon state and public affairs will probably 
command attention and be accepted in their fullest 
meaning by the people, more especially by those who 
are only partially acquainted with the real causes of the 
depreciation of satsu and the financial difficulties which 
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now beset the cabinet. For this reason, therefore, we 
feel it incumbent upon us to traverse the statements of 
his excellency, in order that foreign trade may be re- 
heved of the stigma sought to be cast upon it of being 
the responsible cause of the fatal decline of government 
credit. 

The grounds upon which his excellency relies are two Grounds relied 
in number : — 1, that imports exceed the exports ; 2, that wpon by H. E. 
currency is depreciated thereby. That these are fallacies ^'^^^*'** 
we will proceed to show. 

The returns, of trade for the past twelve years prove Assertiona 
that so far as the trade of the people is concerned, the traTersed. 
" balance " is non-existent, or it is in "favour " of Japan : 
and if tKe previous eight years be included, two decades 
of foreign commerce have brought at least twenty-five 
millions of silver dollars into this country. There 
should be deducted from this the payments for rice 
importation made during years of famine, and a net 
sum of $7,000,000 then remains in favour of the people 
as the so-called balance of twenty years* of foreign trade. 
But the advantages that have accrued to this country 
from foreign intercourse cannot, with anj' approach 
to justice, be measured by the excess of imports or 
exports. Due consideration must be given to twenty 
years' expenditure of foreign residents and visitors, and 
the shipping that frequents the ports ; to the large sums 
annually disbursed for wages to Japanese employes ; for 
house building ; for purchase of land and its rental, and 
the numerous other items of regular expenditure, the 
full benefit of which is enjoyed l)y the people of Japan. 
These disbursements from 18G0 to 1879 inclusive, can- Trade lar^eij 
not be over-estimated at seventy-five millions of dollars, y* favour of 
a sum which at once throws the ** balance " vastly in ^^^' 
favour of Japan. In fact, if there were no other evidences 
of the advantages of foreign trade, we might point out 
that in the suburbs of the foreign settlement of Yoko- 
hama alone, some 80,000 persons derive their daily 
subsistence from the crumbs that fall from the foreign- 
ers' tables. We cannot refrain from an expression of 
keen disappointment that an enlightened statesman, 
such as his excellency Iwakura professes to be, should 
be found to indorse in its fullest and most dangerous 
extent the ignorant party cry originally raised to dis- 
guise the true cause of the faOure of government credit 
~bad financial policy— and to relieve the responsible 
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ministers of the Mikado from the consequences of their 
own acts. There is nothing more opposed to the com- 
mercial progress of Japan than the persistence with 
"which her ministers, and even her leading merchants, 
misrepresent the results of foreign trade. The beneficent 
effects of extended intercourse with the world : the 
incentive to industry arising froip an increased demand 
for those commodities Japan can raise better than other 
countries, and the consequent employment of the idle 
and vicious : the rapidly growing influence of a mer- 
cantile nation : the increase of wealth : and the acquisi- 
tion of abundance of the necessaries of life for the least 
expenditure of toil ; these considerations, and the count- 
less blessings that spring from peaceful intercourse with 
other nations, are all ignored by those who should be 
the guides of the common people, and to whom it is 
their duty to explain the very converse of the doctrines 
now enunciated by one of the highest ministers of 
Japan. 

Happily for this country, the gentlemen whom his 
excellency Iwakura addressed are not likely to be 
deceived by the mistaken assertion that foreign trade 
is the reverse of beneficial to the nation. Every 
advance in the arts of modern civilization, a word 
frequently used by the people of Japan without 
regard to its incongruity with the real state of 
the country now and of twenty years ago, is due 
entirely to foreign commerce. Deprived of her foreign 
trade which statesmen, merchants, and chambers of 
commerce seem to agree to denounce as injurious upon 
grounds devoid alike of truth and justice, Japan would 
sink back into her former insignificance, and disappear 
from the list of nations. 

Foreigners have been too long silent, and have 
submitted too patiently to the misrepresentations of 
ignorance and prejudice. If, instead of accusing foreign 
trade of being the cause of currency depreciation, his 
excellency had pointed to the enormous sums of paper 
issued by the finance minister, and the monstrous 
privileges accorded to the national banks to inflate the 
currency at pleasure, and had ascribed the appreciation 
of all articles of domestic production to its true cause — 
an over-issue of inconvertible notes — ^he would have 
accused the government, the members of which are too 
pure and spotlessi too talented and too patriotiCi to baye 
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done anything that could be injurious to Japan. The 
cause of the national embarrassment, say/ his excel- 
lency, is not a radically bad financial policy, it is foreign 
trade that is responsible for all the evils that have fallen 
upon this country. This is, in effect, what a minister 
of the highest rank has declared to an assemblage of 
educated men who, we trust, received the assertion with 
the derision it provoked and deserved. 



i&t 



His Exoellengt Iwaihtba on Gubbenoy Depbecutiok. 

Japan Gazette, August 14, 1880. 

Excessive importation has lessened the value of Excessive 
paper money, said his excellency, but he omitted to state importation due 
that the excessive import is purely due to government wcSremente.*^ 
requirements. What the government have imported 
they have paid for in money, and how has that money 
been obtained ? From the ordinary sources of revenue, How the 
until the supply ran short, then by the issue of kinsatsu government 
BO long as the people would accept them in payment for to^wT^fo™^"^' 
supplies, or specie could be purchased on the markets, imports. 
The quantity of paper thus issued, without any reserve 
for its redemption, was suddenly increased when the 
national banks bought pension bonds worth 30,000,000 
yen in September 1878, from which date the apprecia- 
tion of commodities began throughout the country. 
Satsu are in excess of the requirements of the people ; 
there is no outlet for them ; holders are willing to give 
them away at a discount, and there is no limit to that 
discount while the issue of paper continues. These are 
the real causes of the loss of value of paper money, 
though his excellency is pleased to ignore them for the 
purpose of casting the responsibility upon foreign trade. 
What is foreign trade, and ^what is its relation to 
money? 

Foreign trade is but an exchange of commodity for What is foreign 
commodity. Let us suppose this country to export***^®' 
largely without importing in return any commodity 
except bullion, and to compel the retention of the bullion 
by prohibiting its re-exportation ; would this country 
be the richer for it? Mr. Mongredien resolves thQ 
problem in this way ;— 
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The country " Certainly not. Let us work it out. There could 

Se^rit^^* ^th ^ ^^ increase of real wealth for the bullion being in 
cuproncy'were ^ over-supply ih respect to the commodities it represents 
gold in excess, would fall in value in the exact proportion of such over- 
tlw export of supply ; in other words the money price of all commodi- 
woWbite?^ ties would rise in that ratio. . . . The gold and 
silver coins being but the counters used to represent the 
various objects that constitute the wealth of the country, 
the result of doubling the counters would be, not to 
increase the wealth of the country, but simply to 
diminish the purchasing power of the counters, and 
make two of them necessary to represent the same 
commodity which was before represented by one." 
A simple A simpler illustration of this may be given. K the 

iUustration. money required to carry out the interchange of commo- 
dities in Japan should be one hundred milhons of yen in 
gold, and the" government should be possessors of vast 
suppUes of that precious metal and should issue, in 
return for commodities and labour supplied to the state, 
another hundred millions of gold yen, the exportation of 
which is prohibited, the country would not be richer ; 
two gold yen would have to be paid where one sufficed 
before ; the currency would be depreciated ; and under 
such circumstances gold would suffer equally with paper 
promises to pay. 
How the The position of .Japanese finance is this: — The 

SI^ ni*bto ^^^"^^°^y consists of a large but unknown sum of govem- 
becameL e «>rs. jj^^^^j pj.Qij^ggg ^q pg^y g^t ^n indefinite period their 

equivalent in gold coin. The government, therefore, are 
debtors for the whole sum in circulation. And how did 
they become debtors? .For every promise given to pay 
one gold yen they have received and used commodities 
or labour worth one gold yen ; they have had full con- 
sideration for every fraction they owe to the people. 
The government for ten years past have been great 
consumers : they have acquired rice for the promissory 
notes, and that rice has been sold abroad for specie. 
All the money that could be obtained in the open market 
in exchange for satsu has been- purchased and sent 
Caoses of the away from Japan. What for ? To defray the balance 
export of money of foreign trade? Certainly not, for the government 
from Japan. never trade: but to pay interest on loans: to 
provide ships of war and merchant vessels : to equip 
an army and a semi-military police: in the 
f^uieition of large supplies of war material; to 
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constrnoi; railways, telegraphs, dockyards, and pnblio 
works of other descriptions : in the maintenance of pro- 
fessors for high-class colleges, and of skilled foreigners 
in other branches of the civil service : for the expenses 
of legations and consulates abroad ; and, in brief, every 
expense inseparable from the creation of a nation out 
of the ruins of its former system of government. ' His 
excellency Okuma declares this great work has been 
performed and the cost defrayed out of the ordinary 
revenue, with the exception of some twenty-six million 
yen; and if that is the case it reflects the highest 
credit upon the executive ; but in whatever way the The government 
liability for paper was incurred no one can question ^*^? ^ "J 
the general principle that the government debtors have evSy i^r 
had an equivalent for every yen they owe to the people, obligation 
and that no responsibility whatever attaches to foreign "»'i®^ 
trade for the natural decline of credit which was good 
80 long as the amount of the debt did not supply a 
currency ih excess of the ordinary requirements of the 
nation. Our chief anxiety so far has been to refute 
this assertion so wantonly made, and to relieve foreign 
commerce from the imputations cast upon it. We now Foreign trade 
go further, and repeat that in every respect foreign ^^5^^^y 
commerce has been in the highest degree beneficial to ^*^®^^^- 
the empire. Any excess of importation as alleged, . 
assuming such an excess to be real, is more than 
counter-balanced by the large aggregate sum of money 
disbursed by foreigners in Japan, a circumstance which 
has never yet been taken into consideration by the 
" balance of trade " theorists. 

These reasons seem sufficient to relieve foreign The future of 
trade of the injurious charges made against it. It is*^*P^ depends 
in. the extension of foreign trdde that relief fromltheTZ"^^^ 
financial embarrassment is to be sought. The policy 
has been and apparently still is, to limit importation, 
but nothing is said of increased exportation. The 
advocates of the false doctrine of reduced importation 
seem to forget or ignore the certainty that for every 
one hundred yen worth of foreign articles which, by 
prohibition or increased duties, is prevented from 
coming into this country, one hundred yen worth of 
Japanese produce is prevented from going abroad. If 
the government would accord to the people freedom of 
trade, free coast carriage, and free intercourse with 
the merchants of the world, those difficulties of which 
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the nation now justly complains would soon be swept 
away. Permit the agriculturist to sell his rice for 
money — not paper — and an instant stimulus will be 
given to production. The exports of silk and tea and 
a few other commodities measured by an annual average 
sum of twenty millions of yen, will rapidly increase : 
there will then be an influx of capital which will for 
some few years be applied in the restoration of the 
national credit by payment of taxes in specie to be 
partly applied by the government in the redemption of 
currency. The currency once adjusted, capital, in Japan 
as elsewhere, must have an outlet and as productions 
for export increase the import of commodities will 
increase in due ratio, and the trade of the empire will 
improve so speedily that Japan may, under reformed 
commercial policy, with some justice claim to rank as a 
commercial nation, a title to which, at present, she has 
not the shadow of a claim. 



Trwmn of DuBmo the summer and autumn of 1880 the pressure 

thJw^mer ^ ^po^ tr^d® consequent on the continued depreciation of 
1880. currency induced the Hiogo and Osaka Chamber of Com- 

• merce to memorialise the representatives of foreign powers 
on the subject. As this document subsequently induced 
H. E. Okuma to express his views upon the connection 
between commerce and currency it is necessarily intro- 
duced here. 

To the Minister for in Japan. 

Tokio. 

Hemorial of the SiB : — At a Special meeting of the Hiogo and Osaka 
Hiogo ^a4 general chamber of commerce, I was authorized to 
^c^m^. r^^^^st your excellency, when opportunity offers, to 
direct the notice of his excellency the minister of flnanoe 
to the obstruction to business, injurious alike to . 
Japanese and foreigners, caused by constant and violent 
fluctuations in the price of paper money. For a con- 
siderable period much difficulty has been experienced in 
consequence of these variations in value, and we ha?e 
long looked, but in vain, for some comprehensive effort 
on the part of his excellency to place tibe eirculation of 
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IdMatiu on a sound financial basis. It^ is not for ns to 
suggest how this object is to be attained. It will be 
sufficient to show briefly how much injury to trade is 
occasioned by the instability of which we complain. 

His excellency's interest in the commerce of the 
country and his warm sympathy with its reputation and 
success, are widely known, and we are satisfied that, if 
it is proved that legitimate business is here hampered 
and hindered by causes beyond the control of either 
Japanese or foreign merchants, he will devote immediate 
attention to this most important subject. 

Since the opening of the ports of Hiogo and Osaka 
the import trade — at a season, too, when activity should 
naturally prevail — has never been in such a disorganized 
and unsatisfactory condition as it is at present. 

Large quantities of goods contracted for by Japan- 
ese have still to be taken delivery of, and there can be 
no doubt that the state of Idnsatsu, and not any deli- 
berate intention on the part of native merchants to 
break their engagements, is the cause of this unfortunate 
interruption to business. 

Most importers are ready to grant any reasonable 
delay to their constituents to prevent loss, but they have 
none the less reason to complain of the necessity for 
such forbearance. 

It should also be mentioned that most arbitrary 
and objectionable measures have been taken by the 
leading piece goods merchants of Osaka, who have 
formed a powerful combination with the view of preven- 
ting dealers from taking delivery or concluding purchases 
within certain periods of time. The power of this 
association is sufficient to compel universal submission, 
and its measures are carried out with uncompromising 
rigour. Even those merchants who would have prefer- 
red to fulfil their engagements have, in several cases, 
been prevented from doing so, and the foreign importers 
are exposed to loss and inconvenience, while Japanese 
merchants commit themselves to a short-sighted poUcy, 
forced upon them by the unfortunate condition of their 
national paper currency. With another permanent 
decline in kinsatsu even more powerful combinations will 
in aU hkelihood arise, and cause wide-spreading injury 
to both Japanese and foreign interests. 

We shall be glad, if called on by your excellency, to 
furnish more minute information on these subjects. In 
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the meantime we earnestly beg that immediate steps be 
taken to impress upon his excellency the minister of 
finance the adoption of some sound and wise legislation 
with regard to the issue and circulation of the govern- 
ment's irredeemable notes. 

Its success would tend to solidify and strengthen 
the friendly ties that at present bind foreign to Japanese 
merchants, and would communicate to the import trade 
of this country an impulse and vitality which under 
existing circumstances it is impossible for us to 
expect. 

I remain, Sir, 
Your Excellency's obedient humble servant. 



(Signed) R. 



Hughes, 
Chairman. 



Mr. Kdiiiiedy 
inritee the 
opinion of the 
Yokohama 
chamber. 



Mr. Kennedy's 
interyiew with 
H. E. Okuiua. 



Efforts made 
by the treasury 
to stem depre- 
ciation. 



A COPY of this memorial was forwarded by Mr. Ken- 
nedy, H.B.M. charge d'affaires, to the Yokohama General 
Chamber of Commerce, with a request that the members 
would supplement it with any opinions pertinent to the 
subject treated. A reply was made on the 26th Novem- 
ber, but its purport can only be smmisod from the 
following communication. 

British Legation, Yedo, 

December 3rd, 1880. 

Bra: — ^With reference to your letter of the 26th 
ultimo I have the honour to state that I yesterday called 
by appointment on the minister of finance and discussed 
at length with his excellency the actual financial and 
commercial position of Japan, more especially dwelling 
on the disastrous result to trade of the violent fluctua- 
tions in the value of the paper currency. 

Mr. Okuma, while deploring the present stagnation 
in foreign trade, assured me that he had used his ulmost 
efforts to provide a remedy. His excellency asserted 
that during the past two years the Japanese government 
had destroyed paper money to the amount of twelve 
millions and had placed an equal sum in specie on the 
marketi that these operations involved an exhausting 
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drain on the government silver resources without any 
corresponding advantage to trade the government have 
adopted another system and propose by strict economies 
in every department, by sale of government industries, 
by the recovering of sums lent to private enterprise, and 
by steadily adding, to the specie reserve to bring the 
paper money to a par with silver. 

On this point his excellency stated that the specie Specie and paper 
reserve which three years ago amounted to over thirty ^ ^^^ resenre 
millions had "now diminished to about twelve millions in 
specie with about thirty millions in paper yen and a 
further seven millions which had been advanced in 
various quarters ; that within ten years his excellency 
hoped to raise the specie reserve to about fifty millions, 
and to keep the currency in ch-culation to a hundred 
millions, which amount was required for the wants of 
the country. 

With regard to the arguments alluded to by your H. B. Okoma'a 
chamber respecting the bal^ince of trade, his excellency ^*^^°|p! ^^? 
expressed the opinion contrary to the views of the chamber ^^u. ^ *^ 
that the depreciation of the paper currency is entirely 
due to the balance of trade being against Japan, and 
that in recent years an' average of ten million dollars 
has been imported in excess of exports, and he further 
stated that during the past six months the amounts 
received by foreigners for imports have, in the aggregate, 
exceeded the sums paid by them for exports by an 
average of thirty thousand dollars daily. 

In conclusion I may mention that the finance minis- Anxiety to find 
ter assured me of his desire to supply the fullest infor- * ^°^^J- 
mation within his power on all points connected with 
commerce and finance, and of his anxiety to find a 
remedy for the present unfavom-able state of trade by 
which the government and inhabitants of Japan are 
affected even more injuriously than foreigners. 

I have the honour to be, Sir, 

Your obedient humble servant, 

(Signed) J. G. Eemnedy. 

P. D'Ipfingbr, Esq., 
Chairman of the General Chamber of 
Commerce^ Yokohama^ 
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Tho obamlwr Tho Opinions of H. E. Okuma conveyed in Mr. Ken- 

to combat the nedy's letter were not disclosed until the meeting of the 
Okuma' ^^' Chamber of Commerce held February 3rd, 1881. The 
duty of the chamber evidently was to endeavour to 
combat the opinions formed by H. E. tho finance minis- 
ter in regard to foreign trade; but so far, their action 
in the matter has not been disclosed. At the annual 
meeting of the members the correspondence was referred 
to ; and the following quotations from speeches then 
made represent the opinions of the meeting. 

Views of the In rei)ly to a question the chairman stated that this 

members. Mr. letter had received no further attention from the com- 
*°^®'' mittee. They were disappointed with it, but, having 
expressed their views first of all, could do nothing more, 
and he felt it was useless troubling Mr. Kennedy further 
in the matter. Mr. Okuma had evidently resolved to 
maintain that the position of the currency was due to 
the effect of tho foreign import trade, and it was impos- 
sible to convince a man against his will. 

Mr.Macpherson. Mr. Macpherson said it was evident that currency 
was not depreciated by the excess of imports, but owing 
to the utter want of reliance felt in it. He propose<i 
that the miuister should request Mr. Okuma to give his 
attention to the recently published statistics in which it 
was sho\vn that exports at present exceeded imports. 
Now lately imports had been very small and exports 
large, but nevertheless satsu did not improve but on the 
contrary fell, which was a contradiction to the views of 
Mr. Okuma. 

Mr. Wilkin. Mr. Wilkin said the committee have again and again 

brought the subject to the notice of the ministers and 
have pointed out that their views are diametrically 
opposed to those of Mr. Okuma. Last year the depre- 
ciation put thirty per cent, on the value of all imported 
articles. Now it was seventy per cent, and evei^thing 
was tending to produce distress. It was well Known 
that all staples such as rice, &c. were dearer and that 
the depreciation of satsu affected all classes. An im* 
mense amount of gambling was done now in satsu : 
every dealer participated, which showed what a bad 
Btate trade was in. He thought that there were many 
neasores whiob the Japanese goyenuaent might take 
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to help their people. He referred to the losses sustained 
by fires, and the want of better roads. Attention to this 
would do more to help the country than these fictitious 
attempts to prove that the balance of trade affected the 
currency, and quite surpassed the question of a 5 or 10 
per cent, tariff. 

, Mr. Watson said that as to the statement that no Mr. Watson, 
satisfactory results had occurred from the excess of 
exports over imports, this had only happened in the last 
two months, and it must be remembered that natives as 
a rule buy under contracts for delivery, for which they 
hav^ to provide. He had no doubt than if trade con- 
tinues on its present basis a marked improvement would 
soon be visible. Mr. Okuma appeared to recognise that 
the evil affected foreigners and Japanese equally, which 
was a hopeful sign that remedial measures would soon 
be taken ; in fact he had reason to believe they were 
under weigh already. 

The chairman : — Mr. Okuma attributes the depre- Mr. D'lffanger 
ciation to the excess of imports over exports, and it is agaitf. 
my belief that all those connected with the ministry do 
their utmost to impress this idea upon their country- 
men, in order to hamper trade. We ought to keep 
on showing that it is entirely due to the reckless issue of 
kinsatsu. I wish to protest against Mr. Okuma's state- 
ment going unchallenged. (Hear, Hear.) 

Mr. Watson was sorry to differ, but he considered Mr. Watson 
that the balance of trade had something to do with the *&*"*• 
depreciation. It was his belief that the paper currency 
was not too much, but that it was even scarcer than the 
precious metals. The drain of the latter conclusively 
showed that the balance of trade was against the coun- 
try. We know that this depletion is due to foreign 
trade, though the articles imported benefited the coun- 
try. As to the depreciation of the currency, government 
had in this a serious source of discomfort, prejudicial 
both to home and foreign trade. But on the other hand, 
what advantages had the government obtained ? Before 
the issue of the paper currency the country was hope- 
lessly insolvent. But now the whole debt was centralis- 
ed and extinguished in a manner which must eventually 
prove beneficial. Pensions which had been granted ages 
ago continued from father to son, and might have done 
BO until doomsday, but they were commuted, in some 
iastftQoes for a tithe q! their amount, and in a way that 
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could never have been done in any other country. For 
that issue of paper currency government had already a 
good equivalent to show, and it was now in its power to 
foster trade. 
Mr. Wilkin ^ Mr. Wilkin remarked that the action of government 
again. ^ commuting pensions in the manner described seemed 

to him to be more a smart stroke of business than a 
clever financial operation ; any one with similar powers 
could have done it. If Mr. Okuma*s programme were 
carried out, it might possibly succeed, but it would 
appear that while talking of economies government was 
actually^ assisting the various newly-started trading 
companies. If the country were bankrupt before the 
issue of the paper currency, as asserted by Mr. Watson, 
it was certainly just as bankrupt now. 
3lr. WaUon a Mr. Watson explained that in his opinion Mr. Mac- 

third time, pherson's proposal was premature. It would be far 
better to wait and see, as he had suggested before, 
whether the improvement in exports was to be perma- 
nent : and to see how contracts were made for the future. 
Mr. Macpheraon Mr. Macpherson said that it must be well-known to 
again. qJI the importers in the chamber that just now it was 

impossible to get the native dealers to make contracts. 
In fact, many goods previously contracted for were lying 
unclaimed in godowns. One day traders say that they 
cannot take delivery as kinsatsu have fallen, and the 
next they ask one to wait as kinsatsu have risen and are 
still going up. If government were to give a distinct 
pledge to redeem satsu, even at a discount, it would 
obviate the diflSculty now experienced. 
Mr. Watson a Mr. Watson repUed that quite recently the govem- 

fourth time. ment did this, practically, by issuing specie bonds bear- 
ing interest, and redeemable in a fixed time. Yet, 
although a high rate of interest was offered, few applica- 
tions for these bonds were made, which bore out his 
Srevious statement that the paper currency was far from 
eing too large for the requirements of the country. 
Paper money commands a high rate of interest now, 
while many native bankers wUl not advance on gold or 
silver. 
Mr. Maq>her8on Mr. Macpherson said that that was very likely, 
ft third tune. because at the time of advancing, satsu might be 170, 
^ while when the time of redeeming came they might bare 

fallen to aoo. 
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The Japan Herald and Japan Gazette then criticised /opan BwM 
the correspondence, and endeavoured to remove the QoM^tu, 
stigma cast upon foreign commerce by H. E. Okuma, 
-who, in this respect, confirmed the bad impression 
created by H. E. Iwakura in his address at the Nobles' 
Club referred to in the preceding articles.(^) 

GUBRENOT AND THE BALANCE OF TbADE. 

Japan Herald, February 6, 1881. 

At the annual meeting of the Chamber of Commerce, Divergence of 
held on Thursday last, a rather anhnated, but very un- JJ^emSSS^f 
satisfactory discussion took place on those well worn the chamber of 
topics, — the currency, and the balance of trade. Whilst commerce: 
there seemed to be an agreement in common that busi- 
ness was seriously impaired by the impoverished state of 
the Japanese finances and the low exchangeable value of 
Japanese paper . money, there was a wide divergence of 
opinion as to the causes which had brought about the 
untoward result complained of. 

At the instigation of the Chamber, Mr. Kennedy, H. their indiffwr- 
B. M.'s Charge d' Affaires, it would seem, towards^ the gj^^^.f * 
close of last year, interviewed Mr. Okuma, the Minister statements, 
of Finance, with the object of eliciting from him some 
information with reference to the actual financial and 
commercial situation of this country, but more especially 
to bring under his excellency's attention the " disastrous 
results to trade of the violent fluctuations in the value of 
the paper currency." The result of Mr. Kennedy's 
interview was communicated in writing, to the Chamber 
by that gentleman, and laid before the Committee, who 
expressed their disappointment at it, and, as stated by 
the Chairman, " paid it no farther attention," for rea- 
sons not very difficult to divine. 

The letter set out by stating that Mr. Okuma, whilst What H. B. 
deploring the present stagnation of foreign trade, had ^^^SwiWe for. 
assured Mr. Kennedy that " he had used his utmost 
efforts to provide a remedy." Not having the easy faith 
of the writer, we take leave to doubt the sincerity of Mr. 
Okuma's expressed anxiety for the welfare of the import 
trade, which alone suffers by the low price of tatsu in 
comparison with dollars. Bo far as we can trace Mr. 
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Oknma*s hand at all, he cannot be regarded as friendly 
to the trade in imports. He is, of course; a party to the 
tariff propositions of the Government, which aim at the 
imposition of higher duties than are now paid ; he has 
assented to loans being issued frotn the treasury to 
establish and bolster up industries to substitute native 
manufactures for foreign goods ; he has made advances 
to national banks to enable them to do a direct trade 
abroad, and he countenances the native banks in issuing 
inconvertible notes, by which the volume of the paper 
currency has been very considerably augmented, and 
driven to a still further discount than would otherwise 
have been the case had the banks never been created, or 
had they been compelled, as they should have been, to 
keep a reserve of bullion to retire their notes on present- 
"^ ation. Further, he has sanctioned the restrictions that 
no foreigner shall hold Japanese internal bonds, or 
purchase of the natives land, or make advances against 
mines or their produce. These are aU hindrances to 
business, and, bearing these circumstances in mind, we 
may be permitted to question the bond fide of Mr. Okuma 
when he aflfects to deplore the stagnation in foreign 
trade. 
Paper said to be During the past two years Mr. Okuma stated that 
muchhaTbeen^ paper money had been destroyed to the extent of twelve 
UBued ? ^ million yen, and that ho had placed an equal sum in 
specie on the market, which may be quite true, but we 
have a right to ask, has there been no paper money 
emitted during that time, and have there been no dollars 
purchased by paper? Without such information the 
statement lacks completeness, and may be misleading. 
Proposed The pleasures intended to be taken, we are toid, to 

reSwepftpor ^^^ *^ specie reserve, and to bring the paper money 
to par. tip to par are, — the exercise of economy, sale of Govern- 

ment factories, and the recovery of sums lent to private 
enterprises. With regard to the first, of course ijf there 
be less expenditure abroad, the precious metals that 
would have to be sent out may be retained in the 
treasury ; but with regard to the sale of manufactories 
and the recovery of sums lent, the Government will only 
be paid in its own paper, and if it intends to destroy 
what it may receive from these sources, by so much will 
the stock of paper money afloat be reduced. But it 
unfortunately happens that the Government cannot get 
rid of its '' white elephants/' even at a fearful sacrifice, 
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and much of the money it has loaned for abortive enter- 
prises will prove to be irredeemably lost. As to the 
metallic reserve actually on hand, it seems, according 
to Mr. Okuma's statement, to have dwindled to about 
twelve million dollars, and even that is a larger sum 
than the treasury is generally credited to possess. 

Mr. Okuma expressed the hope in ten years to be How can the 
enabled to raise the specie reserve to fifty millions, but ^^^^^^^^^P^ 
unfortunately he did not show how the feat was to be 
performed. The customs revenue and the land rents 
from foreigners, — the only two certain sources of revenue 
in real money which the Government possesses, — ^would 
be inadequate to that sum in that period. Meantime, 
deficient harvests- or war may occur, and thus Mr. 
Okuma*s hopeful expectations be entirely frustrated. 

According to the Minister of Finance, the balance of Contradictiona 
trade being adverse to Japan is the cause to which the g^g^^i** . 
depreciation of the currency is entirely due, or, in other BtatementaT* * 
words, the more money is sent out of the country, the 
lower will be the value of the remainder within it. But 
surely this absurd doctrine may be refuted by quoting 
Mr. Okuma against himself. In the first place, he 
states that not more than 100,000,600 yen in paper 
currency is required for the wants of the country, and 
knowing, as he does, that something like fifty per cent, 
over that amount has been put out, he has told us the 
measures the Government intend to employ, — by econo- 
my, by selling manufactories, and by calling in debts, 
— to get back into their own hands some of the super- 
fluous miUions which have been emitted, thereby con- 
fessing that the balance of trade has nothing to do with 
depreciation of the currency, but that it is redundant 
because in excess of the wants of business, and it is 
depreciated accordingly. Mr. Okuma shudders at the 
price of satsu, which have fallen in value, he says, in 
consequence of the import trade being in excess of that 
of exports ; he deplores the stagnation in foreign trade, 
and therefore desires it to be increased ; but in that 
event, according to his ideas, as quoted above, sats^u will 
fall yet further. Such is the tissue of absurdities gravely 
conveyed in Mr. Kennedy's letter to the Yokohama 
Chamber of Commerce. 

The concluding paragraph states that Mr. Okuma is Trade, acoord- 
" anxious to find a remedy for the present state of trade, ^e^ ^-^ Oku- 
by which the Government and inhabitants of Japan are ""* i»i«'">us 
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to JajMii. Proof affected even more injuriously than foreigners." This 
that *?^® «>a- assertion reads glibly enough, but let us examine into 
Terse 18 ®<»8e..jjg j^^j^^ External trade' consists of two branches, — 
export and import, — and let us, by way of test, speak of 
the transactions, fresh in our mind, of the year just 
closed, and it will not be a difficult task to refute the 
statement that the Japanese people and government 
have been injured by business, either in exports or 
imports. Silk during 1880 has been bought at prices 
that have given nothiiig worth mentioning of profit ; tea 
has left a loss to foreign merchants calculated at some- 
thing approximating to three million dollars ; and for 
copper, ctirios, and silkworm egg cards their full values 
have been given, so that, taking the export trade as a 
whole, the Japanese have every reason to congratulate 
themselves on its success. With regard to the import 
trade, its advantages have almost exclusively accrued to 
the Japanese. Foreign importer^ have had to submit to 
prices so low as to leave no appreciable margin of profit. 
The Japanese have benefited in both directions ; they 
have sold their exports at remunerative prices, and they 
have bought all the imports they required cheaply. The 
farming class, constituting the principal part of the 
population, has been eminently prosperous; the crops 
have not been deficient, and the prices of cereals have 
ruled high throughout the year. We emphatically 
contradict Mr. Okuma, and declare, for the reasons 
given, that the state of trade has not been unfavourable 
to the Japanese people. Producers have done well, and 
consumers have had their wants met at prices so low as 
to give, on an average, scarcely any profit to those 
importers who have supplied them. 
Balance of trade The " adverse balance of trade " is a bug-bear whidi 
adelueion. exercises the imagination of Japanese economists 
largely, but trade needs no interference, it will right 
itself.. Foreign goods can only be paid for by native 
products, and, when they fall short, by money, and wiH 
not be bought unless they are of more value to those 
who require them than that with which they part. 
Trade, therefore, with foreign countries, resolves itself 
simply into an exchange of commodities, and, as such, 
may be left to regulate itself. When the Japanese shall 
have spent all their surplus of real money, — and one of 
the effects of an inconvertible paper currency is to drive 
it away I — ^they will not Be able to obtain more imported 
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goods than they, can raise produce to pay for them with. 
Foreign trade acts as a stimulus on production, and, as 
such, is beneficial to the nation. We quite agree with 
the sensible observations made by Mr." Wilkin, that the 
making of better roads, and building regulations to 
secure houses less liable to fire, are of more consequence 
to Japan than tariff revision or how to redress the 
balance of trade. The latter will be against Japan until 
the aggregate value of articles of production sold shall 
exceed the gross value of imported articles of consump- 
tion. 

Mr. Watson was in a minority of one in the expres- Mr. Watton and 
sion of the singular opinions ho appears to hold. With ^- ^' ^kuma. 
the patent fact before him of satsn at a heavy discount 
from par, he had the hardihood to aiSrm that the paper 
money in circulation was insufficient for the require- 
ments of the country. But the speaker's zeal outran 
his discretion, if he thought himself holding a brief for 
Mr. Okuma, for the latter gentleman had given it as his 
opinion that 100,000,000 yen were all that was required 
for the wants of the community, and everyone knows ' 

that that sum has been greatly exceeded. As to this 
country being in a hopelessly bankrupt state before its 
debt had been centralized, we demur to the statement. 
Changing the form of a debt is a very different operation 
to paying it. It is true that the capitalization of incomes 
and pensions has been enforced, and the annual charges 
lessened, but 375,000,000 yen of debt remains to be 
discharged, and the payment of the interest and prin- 
cipal involved in that large amount, which may be added 
to, will tax the exertions of generations yet unborn. 
The country was not bankrupt before the revolution, and 
its finances are not flourishing now, but there is no need 
~to despair of the future. All that is wanted is that the Gorernment 
members of the government should be wise enough to ^^^^ abetaia 
do what they ought to do, and refrain from doing that ^"J^ ^"J^®" 
which they ought not. Let them leave both domestic ferenoe with 
and foreign trade entirely alone. Commercial interests trade, 
will regulate themselves, but if interfered with by med- 
dlesome officials, whose theories are often imsound, the 
results will be sure to be found in the long run, 
detrimental. 
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His Excellency Okuma on Currency and Foreign 

Trade. 

Japan Gazette y February 12, 1881. 

Chamber of General regret is felt that the debates in the 

Commerce appa- chamber of commerce should, for want of proper prepa- 
to'the tolTk Tf r^^ioi^ ^^^ presence of mind, invariably end to the dis- 
vindicating advantage of the chamber, and to foreign merchants 
commercial generally. This result is more noticeable, perhaps, in 
^^^' those cases where the chamber attempts to defend or 

vindicate the commercial rights conferred upon Japanese 
and foreigners by repeated express stipulations in exist- 
ing treaties and conventions. An instance of this is 
afforded by the meeting of the chamber held on the 3rd 
instant, when untenable assertions, embodied in a letter 
addressed to the chairman, were met with nothing 
better than counter-assertions or unsupported contradic- 
tion. Two or three of the senior members of the 
chamber accurately estimated the position, but the 
general impression remains that the assertions of his 
excellency Okuma were beyond the power of the meeting 
to refute, for it must not be forgotten that the letter 
containing them had been received two months before 
the meeting called to discuss it, ample time in which 
to gather facts necessary for the purpose. 

Necesaity for The importance to the trading classes of this country 

traversing H. E. tJi^t no fallacious declarations of ministers of rank 
Okuma'B letter. gjjQ^i^j })e permitted to pass unchallenged, requires no 
demonstration ; and we therefore propose to deal with 
the observations of H. E. Okuma as statements suscep- 
tible of proof or disproof by means of evidence furnished 
by official documents published under the authority of 
the government of Japan. 

H. E. Okuma His excellency Okuma addressed the following obser- 

says:— vations to Mr. Kennedy : — 

12,000,000 yen 1. That during the past two years the Japanese 

paper with- government have destroyed paper money to the amount 
^^^^' of 12,000,000 yen, and placed an equal sum of specie on 

the market. 

Specie reserve 2. That three years ago the reserve contained thirty 

reduced to millions in specie, now reduced to twelve millions ; with 
W,ooo,ooo, thirty millions in paper, and seven millions out on 
loan. 



Digitized by LjOOQ IC 



DISCBEPANCIES IN H. E. OEUMA's STATEHEKTS. ^18 

S. That he hoped to raise the specie reserve to fifty ehould be 
millions and keep the currency in circulation to a hun- increased, and 
dred millions, which amount was required for the wants reduced^ 
of the countiy. 

4. That the depreciation of currency is entirely due Depredation 
to the balance of trade ; and that in recent years an of*tw4e*^*^°* 
average of ten million dollars has been imported in 
excess of exports ; further, that during the past six 
months, the amounts received by foreigners for 
imports have, in the aggregate, exceeded the sums 
paid by them for exports by an average of $30,000 
daily. 

These assertions we propose to examine in the order 
in which they are given. 

The expenditure of twelve millions of specie on Specie not 
purchase of paper during the years • 1879 and 1880, disbursed to 
should, at the mean exchange of the whole period, have of tnSdebufto 
served to withdraw 16,820,000 yen ; but it is probable satisfy home 
only 12,000,000 in paper was withdrawn, at a cost of creditors, 
about 8,825,000 yen silver. The specie so disbursed by 
government has not been exported to defray the balance 
of trade. It was a payment made by the government 
to their creditors ; the latter retaining the bulk of the 
money in their possession, as will be shown later on. 
The effect of redemption of twelve millions of currency Redemption was 
was to depress the value of the remainder by twenty-six foUowed by 
per cent. Thus, the average exchange of 1879 was 122 ; J^^^^ ^®P'®' 
of 1880, 150. The true reasons for this continued 
decline will be given. 

Within three years, it is now said, 18,000,000 in Discrepancies 
specie has been withdrawn frpm the " reserve." That between present 
is, in December 1878, there was a sum of 30,000,000 STenS^^^b' 
against 12,000,000 in 1880. Here is a discrepancy not h.E. Okuma.^ 
easily adjusted, and certainly calling for explanation. 
Several members of the chamber of commerce visited 
the treasury on the 30th August 1879, at the invitation 
of H. E. Okuma. The guests were conducted through 
the vaults ; and figures were given to them by order of 
his excellency. The Japan Mail of September 6th, 
1879, recording the visit and its object, added, — " The 
" metalUc reserve, therefore, held by the finance depart- 
" ment on the 30th August, was, in round figures, of the 
" value of 80,000,000 of yen/' Between that period and 
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the date of Mr. Kennedy's letter, fifteen months only, 
the treasury balance was reduced by 18,000,000 yen, 
plm customs duties and taxes receivable in specie. 
Does this mean, either that the thirty millions in 
reserve in August 1879, did not exist ; or that no specie 
was withdrawn until after that date ? The question is 
pressing, and has an important bearing upon the rest of 
H. E. Okuma's observations ; for it is certain that 
18,000,000 of specie has not been exported during the 
fifteen months ending November 80th, 1879. AVe never 
credited the 30,000,000 of specie reserve; and must 
confess to being even more sceptical now than when 
assured by a gentleman who supported H. E. Okuma 
at the meeting of the chamber that such a sum really 
existed. 

Contradictory We now approach that portion of H. E. Okuma's 

evidence of the observations with regard to the sum of currency required 

drSiLuonT' ^^ ^7 ^^® wants of the country ; and here we have more 

positive data to reply upon. The financial statement 

for 1880-1881, gives the total sum of paper money in 

circulation to be Yen 108,683,203 

Total authorized not© issue of the na- 
tional banks 34,493,381 

. Total paper of all kinds 143,176,584 

Prom which must be deduct- 
ed proportion of redemp- 
tion of paper estimated 
for the current year at 
6,045,000 yen 2,500,000 

lathe treasm'y and withheld 

from circulation 80,000,000 82,500,000 

Balance 110,676,584 



A Bum of If the country requires one hundred millions of cur- 

110,000,000 is rency as H. E. Okuma asserts, it is clear that an issne 
43 ^^^^nt*^^ not exceeding ten millions extra is sufficient to cause a 
ThTMTy^ be- depreciation of about forty-three per cent, on the total 
fore 185,000,000 issue ! Three years ago, when the treasury held thirty 
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millions of specie and about nine millions paper, the stood at 6 per 
condition of the currency was as follows : — ^^^ discount 

Government currency in circulation 121,154,731 

National bank issues at that date, about... 23,000,000 



144,154,731 



Less, in the treasury and withheld from 

circulation 9,000,000 



Balance 136,154,731 



Depreciation 80th June 1878, about five and one-half 
per cent. 

These statistics show that three years ago 135 Causes of this, 
millions of paper was current and acceptable as repre- 
senting 127,500,000 specie ; now, 110,500,000 (although 
the country requires 90 per cent, of that sum for actual 
wants), will not pass as the representative of more than 
63,500,000 of specie. What is the cause of this? 
H. E. Okuma says, the depreciation is entirely due to 
forei<]ni trade. Mr. Macpherson says, depreciation is 
not due to foreign trade, but to the utter want of reliance 
in the currency. 

The accuracy of the figures here given is vouched H. E. Okuma is 
for by the oflScial character of the documents from which oppoj^by his 
they are taken, and the conclusions to be drawn from ^^^ ^^ff^es. 
them entirely support Mr. Macpherson and oppose H. 
E. Okuma. The latter gentlemtin did not volunteer to 
Mr. Kennedy any information respecting fresh issues of 
paper ; and we are justified in asking whether any fresh 
issues have been made. The reasons for the question 
ar^ sufficiently strong. First, the so-called reserve fund 
is not a reserve fund in any other sense than as the 
balance of a current account. To speak of the reserve 
fund as a surplus, is an error as- extraordinary as the 
persistency with which his excellency Okuma maintains 
that he has a surplus of forty-six millions, when his own 
published figures and statements distinctly prove a 
deficit of twenty -two millions. These erroneous de- 
clarations regarding the reserve fund and surplus, 
combined with the practical contradiction afforded by a 
large percentage of redemption causing}; a greater dis- 
proportionate decUne in value of the residue ; and with 
the fact that, consequent upon the serious depreciation, 
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it has been impossible for the government to keep the 
expenditure of the last three years within the income : 
and further, that the finance minister has included, and 
therefoie may again include, as revenue, fresh issues of 
paper money, are grounds more than sufficient for 
respectfully, but firmly, declining to accept the manifest 
absurdity involved in the belief that the gross sum of 

Eaper, inclusive of the bank issues, does not exceed one 
imdred and ten millions of yen. 
Knowledge if The truth of the matter is, the Japanese people are 

growing that beginning to find out that money is a commodity, having 
S^SmoditT^hav- * marketable value. A sum of inconvertible currency 
ing a marketable will float at par SO long as the requirements of trade for 
Tilne. a medium of exchange are not exceeded ; by what sum 

we can only surmise ; but there are strong reasons for 
assuming the amount in circulation to be two hundred 
instead of one hundred millions. For the surplus, there 
is no outlet. Men holding capital in paper and anxious 
to use it, «.re willing to give a discount to get rid of 
it ; and, as we have said before, there is no limit to that 
discount when once a surplus of irredeemable currency 
LoBBofcon- is manifest. Mr. Macpherson ascribes depreciation to 
fldenoe in the jogg of confidence in the issue. He is supported by the 
facts, to be hereafter shown, that foreign trade does not 
in any material degree affect the currency : that a koku 
of rice is exchangeable now for the same quantities of 
different produce, allowing for fluctuations of supply aud 
demand, as it was three years ago, although it is nomi- 
nally 100 per cent, dearer in currency than it was then ; 
and that the people in the interior, far removed from 
the action of foreign trade, are carefully hiding away 
every coin they can obtain, in the belief that unless they 
do so they will be irretrievably ruined by the collapse of 
the currency, an event they regard as a certainty of the 
near future. To such an extent is this hoarding of coin 
carried, that even coppers are put away, the innocent 
people not knowing or ignoring the truth, that the 
intrinsic value of copper tokens is about 60 per cent, 
less than their nominal value. This suspicion of cur- 
rency increases day by day ; it had its origin in over- 
issue ; and thinking men know that so long as the gov- 
ernment policy continues unchanged, redemption is 
impossible: therefore they will have no more of it. 
These reasons justify the assertions that the people hold 
the specie said to have been recently disbursed by the 
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treasury; and why a decline of 26 per cent, was 
established in one year — the year while redemption was 
going on — referred to in the earlier part of this article. 

We now arrive at H. E. Okuma's declaration em- Contention that 
bodied in paragraph 4. In dealing with it, we must ^u^^^^]^ 
hazard the repetition of facts more or less within every of trade refuted, 
one's knowledge. The official returns of foreign com- 
merce, published by the bureau of customs for the four 
years ending June 30th, 1880, show 

Imports Yen 123,156,827 

Exports 106,863,482 

Excess of imports $16,292,855 

For the half year to 31st December. 

Imports 18,153,444 

Exports 16,898,947 

Excess of imports 1,254,497 

Balance of trade ».... 17,547,352 

Of this so-called balance of trade, goods of the 
value of ten to fifteen millions of dollars are lying 
unsold in the hands of foreign importers. 

Treasure returns for same period : — 

Exports 43,554,654 

Imports 17,760,570 

Excess of export 25,804,084 

Exports 4,729,306 

Imports 281,927 

Excess of export 4,447,879 

Net balance exported 80,251,463 

Average annual excess of goods import ... Yen 3,677,182 
Average annual excess of specie export ... 6,722,548 

The excess of importation is explained reasonably by Exoew of 
the expenses incurred by foreigners for their residence, importation 
wages to native tmployes, food, building, customs duties, «^i*in®^- 
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Digitized by LjOOQ IC 



118 OUltBBVCfT; 

&0., which are virtually paid for in goods. Thus, 
in consideration of expenses incurred, and for tho 
purchase of Japanese produce of the value of yen 
123,760,000, foreigners will pay, when all the goods 
in their hands are sold and delivered, in goods 
of the value of yen 141,300,000. Nothing whatev^ 
has been paid to foreigners in money as a balance due 
them for goods supphed during the period mentionad ; 
and this statement will be confirmed by any Japanese 
merchant of probity and intelligence, who will freely 
declare that foreign commerce has been the means of 
enriching a large section of the people ; that it is in 
every sense beneficial to this nation which has been 
the gainer ; and that the stagnation of the time does 
not arise from any desire to limit operations, but from 
the circumstance that trading capital has been ab- 
sorbed by the government who have purchased it with 
paper currency they cannot now redeem, and sent the 
useful specie abroad to defray instalments of loans 
and others expenses which bullion alone can liquidate. 

What bas be- The export of thirty and a quarter millions of specie 

oome^of the jg ^q \^q accounted for in this manner :— 

Amortization of foreign loans 
for the five years from 
1876-77 to 1880-81 yen 9,075,683 

Various other expenditure 
on civil service (^) yen 
8,500,000 annually 17,500,000 

Sir E. J. Reed's ironclads ... 3,000,000 



Total ' government expenditure abroad in 
specie, July 1st, 1876 to Dec. 31st, 
1880 yen 29,575,682 

These fiffnret Until these figures can be explained or shown to 

aretheatronirertbe incorrect, we aver that H. B. Okuma is labouring 

Se^poimon' ^i^der a false impression. We need only refer to the 

' last passage of paragraph 4, to warrant this bnelieL 

$30,000 daily for six months, or 160 days, means, 

$4,500,000. What do the customs returns show ? An 

excess of imports of $1,250,000 only. The chamber 

(25) Vid4NidUN%eh\8hvia>}m,N0Y.et\i,l980, 
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of commerce' statistics of trade show the estimated 
Talne of deliveries for six months ending December 
81, 1880, to be $8,265,114 ; estimated value of exports 
$9,761,802. The unsold goods in the hands of impor- 
ters we have no means of accurately estimating; but 
it is probable the value is not far short of $12,000,000 
to $15,000,000. 

We submit these facts and figures to his excellency and deserve 
Okuma, confident they are not unworthy of his con- •^®"^<»*^- 
sideration. He has not deemed it necessary to support "'^ ^°* 
his dicta respecting foreign commerce, and its effect* 
upon the currency, with any data; and when so 
strong a case is made out for the defence we may 
justly declare, in opposition to his excellency Okuma 
and his excellency Iwakura, that there is no balance 
of foreign trade payable in specie ; and that the de- 
preciation of currency is due to causes for which foreign 
trade is in no sense responsible. 

In conclusion, it is right to add that when the Why foreigrn 
government could buy specie for paper on the markets *''^^?j^^®'^ 
of the open ports, they provided for their requirements ****^ 
abroad by that means: or when they could ship rice 
to Europe and realise it there, devoting the proceeds, 
we presume, to the liquidation of government liabi- 
Hties, (**) they did so, and held to the specie in the 
treasury as long as possible. This business, and 
similar undertakings in silk and tea in direct violation 
of the stipulations in the treaties and the tariff con- 
vention of 1866, came to an end as was anticipated. 
Since then, the government have been compelled to 
meet their liabilities abroad as best they may; and 

(26) "The Japanese ^vemment have, from time to time' 
certain payments to make abroad on account, for instance, of the 
redemption of their foreign debt, for men-of-war, arms, &g. Being 
nnwiUine to draw on their reserve of coin or bollion for these pay- 
ments, mey are in the habit of purchasing rice in the country and 
exporting it to places, where they think it may find a good market." 
H. E. Okuma to Mr. Mounsey. Vide Japan QaMetU November 25th, 
1878. In 1879 and 1880 the flood of currency had brought about 
depreciation : rice rose to figures which precluded even government 
exportation ; and other means had to be resorted to to provide specie 
for use abroad. Shipments of tea and silk on government account 
were next tried ; only with the result of still further depreciating 
cnrrency, alarming the people, and putting an end to the purchase 
by government of any further produce for paper. The government 
then had no alternative but to tbip specie taken from the troMUvy* 
BowloogoaoitlMtf 
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seeing the treasury depleted, nothing coming in except 
their own dishonoured promissory notes ; the people 
suspicious, alarmed, and resolved to buy no more 
government paper, it is not unnatural that a minister 
upon whom a vast responsibility rests should seek to 
cast the burden upon other shoulders: foreign trade 
has, therefore, been made the scapegoat, and loaded 
with charges the groundlessness of which *is now 
demonstrated. 



Government 
expedients to 
arrest depre- 
dation. 



1. Internal loan 
its effect. 



2. Specie 
redemption. 



8. Interest 
bearing bonds. 



Wanted, less Paper, but more Monet. 

Japan Rerald, February 19, 1881. 

To arrest the downward tendency of the exchangeable 
value of kinsaUu, the Government has adopted, in suc- 
cession, four expedients ; 1st, inviting subscriptions, in 
paper for an internal loan for public works ; 2nd, buying 
kinsatsic with specie from the treasury reserve; 3rd, 
offering for sale interest bearing bonds, the interest and 
principal of which are payable in specie at fixed dates ; 
4th, by the practice of economy in the departments, to 
: spend less than is received. With re<]jard to the first 
effort, if public works have been prosecuted with the 
proceeils of the loan, its effect will to a l(irge extent have 
been nullified by the re-issue of the paper to pay for 
works as executed. After the disbursal of twelve mil- 
lions of gold and silver specie to buy in satsu^ that plan 
has been abandoned, as the treasury could no longer 
stand the drain upon it ; the money passing away to 
redress the foreign exchanges almost as it was paid out, 
and in the estimation of Japanese financiers appeared to 
do little good, as the decline in value of satsu in circulation 
still went on, in spite of what was done to bring the 
paper back to par. With respect to the subscriptions 
invited for interest bearing bonds, so far as we know, no 
authentic official statement has yet been made ; but it 
certainly would be of interest to learn to what extent the 
tempting offer made by the Government has been availed 
of, and what becomes of the paper money paid in for the 
purchase of these obligations. Has it been cancelled ? 
does it accumulate in the treasury to swell the reserve ? 
or is it paid out again to meet departmental expenses ? 
These are questions that are asked, and should be 
fuiswered* If the Government places no limit on the 
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issue of these bonds, and is prepared to issue them to 
the extent of the Jdnsatsu in circulation then the paper 
money can no longer be regarded as absohitely incon- 
vertible, because in a roundabout way it is made con- 
vertible, for bonds bought with it are to be paid in specie 
at due date. In this way hinsatsu enjoy a species of 
deferred convertibility, whereas the paper money bears 
upon its face no obligation on the part of the govern- 
ment ever to redeem a single cent of its issues. The 4». Economy, 
fourth plan, — that of economy, or the effort to spend 
less, has been too lately adopted to yield for the present 
any practical result; but it is questionable whether 
much appreciation of the value of the paper already put 
into circulation will ensue, for it is rare that any govern- 
ment, taking one year with another, can much control 
the scale of expenditure that has gradually come into 
operation, and the parsimony enforced in one or two 
departments is not unfrequently nulhfied by the extra- 
vagance of others, and there are, moreover, unforeseen 
outlays that generally absorb, it may be, the cheese- 
paring savings of years. No one can know to what How far these 
extent the plans that have been tried, and which are ?^*^^'^?!^^*^® 
still in Operation, have succeeded in arresting the down- u^own7 **lf 
ward tendency of paper money ; but if two of them had second and third 
not been had resort to, — the purchase of satsu with ^^ no* l>«en 
specie, and the issue of bonds,— the discount on paper ^i^counJ'oir ^' 
money, great as it is, would have been greater, — because paper would 
its excess beyond tradal requirements would have been have been 
more than it presumably is now. To that cause alone fi?^^*®'- 
do we attribute its depreciation. In our opinion, the 
balance of trade, whichever way it actually is, has 
nothing to db with it; nor do we imagine that the 
population of Japan has any want of faith in its govern- 
ment. In the daily transactions of life, satsu pass from 
hand to hand, and so long as every person takes them 
freely and without question in payment for commodities, 
for property, and for wages, it is a matter of utter 
indifference to their temporary possessors whether the 
Government at some future period shall have, or not, 
both the will and the ability to redeem them. With 
bonds, with bills of exchange, or with promissory notes, 
the case is quite otherwise ; for the possessors of these 
obligations look forward to a definite day, when the 
money then falling due shall be paid. But with kinsatsu 
»s with ConBol^, persons iu possession of them do not 



Digitized by LjOOQ IC 



222 



OUBBENOY. 



Excess of paper 
the reason of its 
depreciation. 



The true 
remedy. 



Impossible to 
tell how much 
paper will float 
at par without 
experiment. 



GoTemment 
reoogDition of 
OTor -issue. 



look forward to being paid by the Government; but 
regard how far it will answer their purpose to buy 
them, and whether they are likely to suflFer by any 
possible decline in their exchangeable value. Beheving, 
therefore, that paper money is at a heavy discount in 
consequence of its excess, and for no other reason, 
we have no confidence in any plan that has been 
propounded or can be, that does not take cognizance 
of that fact, and which is not directed to secure the 
absolute retirement of as much paper money as will 
suffice to bring the balance in circulation to par. The 
several conjectures that have been hazarded, and the 
theories propounded by way of solution, are just so 
many distractions obscuring the real point at issue. 
Money, or that which passes as such, — because it 
performs its functions, — is governed by the same laws 
of supply and demand as any other article of which 
the majority of mankind desire the possession; when 
the supply is in excess of what is required, its ex- 
changeable value declines ; when the demand exceeds 
the supply, the price rises. Make kinsatsu scarcer, and 
they will become dearer. To us this seems so, trite, — 
so obvious, — that it appears to be a mere waste of time 
and of ink and paper to discuss the question otherwise. 
Unless the government had tried the experiment it 
could not know how much paper money could be kept 
afloat at par, and the temptation to go on issuing it was 
greater than either this or any other Government — free 
to act in this' regard — could resist or has ever resisted. 
With States, as with individuals, spending is easy and 
pleasant. What luxuries would be foregone, what ex- 
penditure would be postponed or not increased, if the 
issue of pieces of printed paper, costing intrinsically 
nothing, and which could be made without limit, would 
procure anything or everything that might suggest itself, 
or could be suggested. But when paper money is found 
to purchase less and less of what it formerly com- 
manded, then such a state of facts should operate as 
a warning that the proper limits have been exceeded, 
and that an excess has been emitted. 

It is only fair to the Government to say that it has 
recognised the fact of there being an over issue of 
paper, as evidenced by the steps it has taken to reduce 
the amount in circulation ; but it has to contend with 
a diffioulty of its owa creation, whiob will task it9 
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financial abilities and resources to the utmost to get rid 

of. Abundant rice harvests, to enable shipments to be Abundant 

made abroad for coin, or a foreign loan, would be of £^!!J^io^ 

material assistance, to enable it to retire some of its 

superfluous paper ; but one is dependent on the seasons, 

and against the other, there is a considerable amount of 

opposition manifested both within and without official 

circles; nevertheless, we are confident that sooner or 

later the latter plan will have to be resorted to, if for 

no other reason than the repayment of the interest and 

principal of the loans already contracted ; in addition to 

this, there are also internal bonds maturing, which will 

have to be paid in specie, so that it seems clear that 

more actual money must be procured to enable the 

Government to pay its way. 

There is an expectation that the share of the Shi- Projected return 
monoseki indemnity, wrongfully taken from England by ^kHndemn?^^ 
America, will be improperly returned to Japan : the by the United 
original sum, notwithstanding some deductions to meet States. 
American claims, is supposed now to amount to nearly 
two million doUars ; but the reception of this sum will 
bring no financial ease to the treasury, as the projected 
fortifications of the coast, and purchase of heavy ord- 
nance, are calculated to cost far more than the sum 
expected to be received from the U. S. Government. 

It would be satisfactory if the Japanese Government The g^overnment 
applied itself sedulously, as fast as its means might ^J^^^dun- 
enable it, to the retirement of its superfluous paper, Mund sohemes^ 
instead of muddling away its scanty supply of money, 
in running non-paying manufactories, making advances 
to impecunious banks, and interfering with trade, by 
giving monetary assistance to ^' direct shipment " 
enthusiasts. It has quite enough to do to look after 
the preservation of its credit, and to save the country 
from the miseries and losses that a depreciated and 
fluctuating currency invariably entails. But acting with 
but little wisdom, it fritters away its resources, by 
dabbling in all sorts of visionary aud unsoimd schemes, 
instead of confining itself to the legitimate functions 
of the rulers of a state. Meantime the currency sinks 
lower and lower, and the prices of commodities and of 
labour, as a matter of course, keep constantly ad- 
vancing, until a point may be reached at which pro- 
duction may be checked ; for persons with fixed incomes 
• wiU not be enabled to buy all they require for con- 
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Bumption, and the money they are in receipt of will 
no longer command what it formerly did; dissatisfac- 
tion and distress amongst the consuming classes must 
result. To put the paper currency on a better basis, 
and to bring it to par, are worthy the best efforts the 
Government can make, 
and should We have no faith in those chimerical plans that 

m^iiSroa^^ have beea propounded, which make so pretty a figure 
on paper, of paying off the debts of the nation in less 
than the lifetime of a sinj^le generation, for there is 
always something invervening to mar the realization of 
the plans of sanguine projectors. The future may be 
left to provide for itself; it is the present difficulties that 
demand earnest attention, with sagacious and vigorous 
action, and we trust that in the interest of the people of 
Japan, and of foreigners who have business relations 
with them, that the Government will seriously set itself 
to work, to wisely amend what is amiss in the finances 
of the Empire. 



Commerce and Currency. 
Japan Oazette^ February 26, 1881. 

A CHAPTER OF HISTORY. 
I. 

Balanoe of tmde An important element in the balance of trade theory 
ezpenwt. as understood by certain ministers of the Mikado's gov- 

ernment, is that the large daily expenses of foreigners, 
which are admitted by those ministers to be large, are 
met with money obtained from the people of this 
country. 

K this assertion is based upon truth, the presence of 

one foreigner in Japan is a disaster to be multiplied by 

the number of residents to obtain the measure of injury 

inflicted upon the people. 

The drain of His excellency Okuma deplores the steady export of 

de^T "^^ th P^^^^^^ metals ; and he ascribes the depletion of the 

t^uroiyaMribed treasury and the purses of private individuals to an 

by H. E. Okuma adverse foreign commerce. Advantage may be taken of 

to foreign com- this newly-formed argument, to ask where the bullion 

meroe. ^j which the nation is said to be drained originally 

came from ; into whose possession a large portion of it 

passed ; and how that portion has been disposed of. 
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When Japan was first opened to foreign commerce, Foreigrn 
the merchants who came to conduct it did not bring P*®'®^^^ ^^^ 
with them any commodities with which to open trade ; J^^ndu^t^"^^ 
but brought, instead of goods, ship-loads of silver foreign com- 
doUars. In support of this assertion may be quoted, merce. 
for what they are worth, the trade returns from 1860 to 
1868, which show a balance in favour of Japan of about 
$30,000,000, liable to increase by such value as may be 
put on the land and buildings acquired by foreigners. 
The intention now is to show that, whatever the drain 
of specie may be from Japan ; and whether it is or is not 
the result of external commerce, the actual money is the . 
profitable fruit of that commerce. 

The original commercial treaties provided that Ja- Japanese coin 
panese coin only should be used for trading purposes ; ?^."*®^ '^ 
and the government undertook to provide Japanese poses"^ ^"" 
coin in exchange for foreign coin, giving weight for 
weight without charge for mintage. The equivalent of a 
Mexican dollar was then ascertained to be 3.11 silver bu. . 

This aiTangement was to continue in force for one . 
year, when it was to be reconsidered or extended if 
either of the contracting parties required an alteration. 
How this plan worked is explained in a letter addressed 
by a then resident of Yokohama to an eminent firm of 
financiers in London. The letter was written in Septem- 
ber 1867, and quotations from it will derive much force 
from the circumstance that the events dealt with were 
then fresh in the writer's mind. He says : — 

From the very commenccraent this system worked badly, but the system 
Foreign merchants were atiable to enter the mRrkets for the J** had as the 
porchase of Japanese prod nee, until they had obtained hu ^ ^* "i^.- 
from the custom house in exchange for their dollars, and the dollars could 
Japanese government was totally unprovided with the means not be met. 
of coining bu in sufficient quantities to meet the constant and 
clamorous demands of foreign merchants whose stocks of 
dollars were larg^e. 

Upon this, the Japanese government pretended to dis- Qovemment 
beh'eve that foreign merchants could be bond fide holders of ordered that 
doUara to the extent of their applications, and gave orders «jch applicant 
that each npplic^nt should receive only a certain proportion ^^^jL ^^ '^^^1^^ 
of the amount he applied for making an exception in favour proportion of 
of persons holding any government office or employment, the amount 
The consequence was that one of the principal China houses, applied for. 
represented by a person then holding the position of consul 
for France and Portugal, was enabled to trade to the full 
extent of its funds; while others were restricted to operations 
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representing only a small proportion of the capital in their 
bands. This Datni*a11y gave rise to a great deal of ill-feeling 
and discontent, and when, afber bribing the cnstom house 
interpreters, it was ascertained that the amount of each 
application was divided bj a certain 'fignre the applicants 
multiplied their demands by that fignre; and when it was 
afterwards learnt that the divisor was increased the multiple 
was likewise increased, until at length the amounts applied 
for assumed those absurd proportions that created so much 
disturbance in 1860, and brought so much scandal on the 
Yokohama community. 

This quotation strongly supports the assumption that, 
at the outset of trade, large sums of money were imported 
Foreign bouses by foreigners. . Old residents will remember and aflSnn 
J™P^*J^ "P^® the fact that it was a common thing for a foreign house 
pos^^ ^"" of Standing to hold at least $200,000 in imported specie 
for exchange for trade purposes ; and this sum was, for 
some time at all events, kept up to that limit. Also, 
that the Shogun's government were unable, from the 
amount of Japanese coined money available, to exchange 
coin for coin in proportion to the requirements of foreign 
Prior to foreign merchants then in Japan. Prior to the opening of 
intercoarse foreign intercourse, moriey was almost unknown. The 
mM^unknown. revenues of the daimiates were computed in koku of 
rice; and beyond the small coins current for petty 
exchanges there was nothing better to meet sudden 
demands for an equivalent of exchange than the pro- 
missory notes of the daimio, which were afterwards 
superseded by government paper. 
The benefits of There are few who will venture to dispute the 
^mmerce^ on iiypotiiesis that the commerce of Japan has, in the 
Japanese^ ^ aggregate, been disastrous to the foreigners engaged in 
it. Some few of the earlier settlers made money ; but 
to whom can we point since 1866 whose capital has not 
been diminished instead of enlarged by the result of 
his business, with the notable exception of those favoured 
with government contracts ? The experience of foreigners 
is, and calm, impartial reflection confirms the decision, 
that the benefits arising from commerce have been all on 
the side of the Japanese i)eople, foreign merchants who 
originated and conducted it being, so far as their 
worldly wealth is concerned, poorer now than at the 
commencement of those operations which certain emi- 
nent ministers are pleased to regard as lucrative to the 
foreigner and disastrous to this nation. 
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If the large expenses of foreigners are defrayed out The greater 
of money drawn from Japan, the argument applies to proportion of 
the expenditure of ministers, consuls, ships of war, foJ^oveSmoot 
merchant vessels and visitors, and reduces the position purposes abroad, 
to an absurdity. "The bulk of this expenditure is in 
paper, but the currency has to be first purchased with 
specie ; and, as a fact, the banks have to import specie 
for these purposes of their constituents. There is a 
large surplus of export of specie ; but the returns show 
the far greater proportion of export to be of coins made 
at the mint for government purposes. The imported 
coin is chiefly Mexican dollars for the requirements of 
merchants. We therefore reach a conclusion that what- 
ever wealth the nation possesses has been derived from 
foreign conmierce ; that in the earlier years of our inter- 
conrse the balance due to Japan was paid in actual 
money ; and that now the people prefer to receive the 
balance chiefly in imports of which money is but the 
symbol, the remainder being defrayed in coin which is 
put away to form private hoards. 

Into whose possession, then, has the bulk of the Where has the 
money brought in by foreign trade passed? When a"P^®fif^*^®*^' 
Japanese merchant has disposed of his property to the 
foreigner for specie he purchases paper wherewith to 
replace the commodities in which he deals. Currency 
is a prerogative of the government ; for every yen note 
issued value has been received, and considerable quanti- 
ties of new government paper have been sold on the 
markets, the specie finding its way to the treasury and 
thence to the banks for bills on London for government 
requirements abroad. So long as currency maintained 
its value the people were satisfied and the government 
happy. But there came a time when notes exceeded the 
requirements of trade ; and there being no outlet for 
them it was obvious no more purchases of fresh currency 
would be made, unless upon speculation, which means a 
consideration to the purchaser in the way of a discount 
from the seller. Is it an extravagant estimate to 
assess the specie expenditure of the government 
abroad smce 1868 at $100,000,000 ? We think not. 
The new government of 1868 resolved to preserve the 
substantial fruits of foreign intercom-se as provision 
against the very contingencies that intercourse might 
bring about. The age of " civilization " had not then 
begun* With the restoration, however, came the demand 
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for foreign supplies on government account; and a 
great outlay was incurred for an army and navy and 
other necessities of a new empire. By the time when the 
control of the treasury passed into the handi of H. E. 
Okuma a vast debt had accumulated. To carry on the 
work his excellency avowedly issued 78,325,444 yen in 
paper, the most of which has been exchanged for specie 
derived from commerce. That specie has been exported, 
and the issuers of the notes are unable to redeem their 
liabihty. If it were not for government export of specie 
on unproductive works, the money would have remained 
in the country and formed the steady medium of ex- 
change in place of the inconvertible and distrusted 
currency which has taken its place. The benefits of 
foreign trade are still felt, lessened, no doubt, by 
illegitimate official interference ; but the prpfits derived 
from it are no longer exchangeable for government 
currency : and it follows, that whatever the balance of 
the people's trade may be — if fifty millions of dollars 
were received to-morrow for exports — government 
currency would not be affected beyond what an in- 
creased demand necessitated by trade wants for more 
circulating medium might cause in the current exchange. 
The fact would remain unchanged; the profits of 
trade belong to the people, and do not pass from 
the people to the debtors of the people to imable 
those debtors to cancel their liability by returning* 
to their creditors the coin which belonged to them in 
the first instance. 

The corollary is, that if at the commencement of 
foreign commerce Japan had no bullion worth speaking 
of, evidenced by the certainty that the quantity available 
for exchange by the executive government of the Shogon 
was wholly unequal to the wants of the then limited 
trade, whatever wealth in bullion the nation has since 
possessed has been obtained from foreigners, as^the result 
of their trade with the Japanese people. The people 
acquired the buUion in the first instance, and the gov- 
ernment borrowed it from them on promissory notes 
that cannot be taken up. And, finally, the Mitsu Bishi 
steamers ; the navy with its ironclads, guns, and equip- 
ments ; the army ; railways ; telegraphs ; public works; 
the expenses of legations and consulates ; and the in- 
numerable sources of expenditure that must be defrayed 
in money, acooont, at once for the export of apeoie aoA 
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the depreciation of the promissory notes representing 
that specie. 



Japan Gazette, Jfarch 5, 1881, 
11. 

Those who remember the condition of things in Foreign oom- 
Japan on the opening of the country to foreign trade in merce ttio cause 
1859, and during the next succeeding years, will hardly ^^iSS. "'^ 
dispute the accuracy of the preceding statement that the 
wealth now existing here, whatever it may be, is, in 
some part at least, the fruit of that commerce. 

For at that epoch there was very little accumulated Formwr fimuioUl 
wealth in this country : a few daimio and others had coaditio^* 
some hoards of gold, and the goveniment had a con- 
siderable stock of the rice in which their revenues were 
{)aid. But the people at large were exceedingly poor, 
lad almost no surplus of any kind, and lived from hand 
to mouth, from day to day, without even the hope or 
ambition of wealth. It is true that they seemed con- 
tented and cheerful in their poverty, but this was evid- 
ently the effect of their submissive disposition and want 
of Imowledge, and did not imply either prosperity or 
positive happiness. 

Among other things in which they were singularly Old paper 
poor was money. They had indeed a currency ; but it ^"^"^^ 
consisted then, as now, chiefly of paper, which was redeemed, 
issued by the general government, by the daimio, and 
even by private individuals ; was intrinsically worth 
nothing, and has never been redeemed. So much of 
this paper currency as has since been acknowledged is 
now merged in the national debt, but practically, none 
of it has been paid. 

Along with this paper there was also a certain Coins; and 
quantity of gold, silver, bronze and other coins, known 
as kobang, nibu, ichibu, tempo, and zeni. Not a very 
important quantity in all, but enough, apparently, to 
maintain such an appearance of real money in circula- 
tion as lent a semblance of value to the paper currency. 

Of these coins, the gold kobang were held mostly by by whom held, 
a few persons of the upper classes, the richer daimio, 
and here and there, a saving farmer or banker. The 
people generally knew the kobang only by name. Of 
the nibu there may have been more, but there could 
bafve been no large amounti as this coin alsa was top 
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valuable for general use. The best coin of the common 
people was the silver ichibu, which, with the universal 
tempo (made of bronze) and the little zeni (made some- 
times of base copper, but often of iron), constituted the 
ordinary money of Japan. 

What the total sum of this metallic money was in 
1859 is not known to any foreigner, and never was 
accurately known to anybody. But it is evident that it 
could not have been a large sum, for Japan had extract- 
ed very little gold and silver from the earth ; what had 
been extracted had been lavishly used for ornamental 
purposes, and no supplies had come in from abroad for 
centuries. It was consequently impossible that there 
should have existed any great stock of the precious 
metals in the form of coin, and the general use and need 
of the motley paper money clearly proves that there was 
no such stock. 

But, not content with having inflicted an inconver- 
tible paper currency on the nation, nor with a system of 
taxation in kind which often took from the farmer over 
half of his product, and so weighed upon the people that 
men had no motive to be diligent, and were possibly 
afraid to seem prosperous, the Tycoon's government had 
also, at some time before foreigners came here, reduced 
the silver ichibu by two-thu'ds of its original value, 
making of it but a token coin instead of real money. 
At that previous time this coin, as its name implies, had 
been intrinsically worth a quarter of a rio. But, by 
monopolizing all the silver in the country, government 
were enabled to issue that silver in the form of ichibu at 
what price they pleased ; and they were pleased to issue 
it at just three times its natural or cost price. The proof 
that such was the practice is found in the circumstance, 
well-known to most foreigners who were here in 1859 
and 1860, that wrought sUver in other shapes than coin 
was purchaseable for half, and sometimes less than half, 
its weight in ichibu ; the explanation of this curious fact 
being, that the government sold to certain silver-smiths 
of the guild such silver as was needed in their industry 
at the original cost price. 

It was a government of nobles, who acted as nobles 
have always acted in every country where they held 
sway. The common people were their slaves and 
victims, and the earnings of industry their lawful prey. 
The gold coins which the ruling classes held^ and tho 
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ornaments which they liked to order from the humhle 
artisan, were, for their benefit, left at their former 
value ; while the money issued to the lower classes was 
ruthlessly reduced to one-third of its old value. The 
kobang remained a rio, the silver chain or pipe could be 
had at the old price, but the ichibu was trebled in price ; 
and as it could be got only from the government, and 
was a necessity, the people had to endure this robbery. 

They were found patiently enduring it when foreign- Statue of the 
ers came here in 1859 ; and if foreigners had not then peopl® improved 
come, bringing new and stirring ideas with them, that ^ o'e^firaers. 
patient endurance might have lasted to this day. For 
nowhere in this world could there have been found a 
ruling class so powerful, so oppressive, and so utterly 
without compunction ; nowhere a people so abject, so 
thoroughly under control, so docile in their fetters, as 
here in lovely Japan only twenty years ago. 

Fortunately for the foreigner, he came to Japan Foreigners 
exempted from the tyrannous system whose oflfects he^^^P*^'*^^ 
saw around him. Fortunately, too, both for him and which^tWe 
for the poor people of Japan, his money was also ex- money was 
empted from the plundering tax to which native silver subjected, 
money was subjected. By what will come to be regarded 
as a most happy blunder, but was nothing but a blunder, 
(on both sides), the government agreed that dollars 
should be received at full value, " weight for weight." 
Had the Japanese nobles been wise they would never 
have consented to this dangerous concession. They 
probably did so chiefly from a feeling of magnanimous 
contempt for the intruding strangers, little dreaming of 
the consequences of their act. Yet these consequences The conse- 
have been marvellous ; for, in this exemption of foreign q'lencee. 
dollars from the exaction laid on other silver, lay the 
fecund germ of the change and disturbance which after- 
wards wrecked the feudal system, and opened to these 
down-trodden millions a road to power, self-assertion, 
and wealth, from which they are not likely ever to 
retreat. 

Foreign commerce and the independent bearing of stimnlative 
those who reintroduced it here must have done some- J^®^* ^^ *^® 
thing eventually to rouse the Japanese from their *P"*®"®- 
lethargy and ignorance. But these influences might 
have proved feeble and slow, but for work of that other 
force — not suspected at the time, and perhaps not gene- 
rally recognized even now — ^which grew out of the 
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admiesion of the foreigners' money on an equality with 
that of the nobles themselves, and at three times greater 
value than the money of the common people. 
FOTeign com- This influence, working unseen, and beyond the 

iDff^Sas.^of^' control.pf the ruling class, fermenting gradually among 
change in form ^1^^ masses, making itself felt through the money which 
of goremment. every man handled day by day, has probably played a 
quicker part in producing the changes which have since 
occurred than all the dynastic jealousies, the hereditary 
feuds, or the diplomatic manoeuvres, which are common- 
ly credited with having lifted Japan out of the foul mire 
of feudalism and set the nation on a solid road of pro- 
gress with some vista of responsible government in the 
distance. And when the history of these changing 
times shall come to be fairly written, it will be to this 
slight cause, originating in a blunder, yet working with 
the silent power of a law of Nature, that will be ascribed 
much of whatever personal liberty and political weight 
this people shall finally wrest from those who for cen- 
turies trampled upon their natural rights and plundered 
them without mercy. 
Candour of these We fear that our observations will not please those 
obeerrationepro-'^lio, regretting the changes which have here occurred, 
bablydistaete. ^^^^^ foreigners and foreign commerce with dislike, 
and as mischievous intrudei*s into the " Land of the 
gods." But in the belief that truth must prevail at last, 
and with the intention of stating nothing but what we 
believe to be true, we shall not spare the prejudices, the 
fallacies, or the impostures, which have heretofore too 
often served as arguments in this question, not only 
among reactionary Japanese, but with some foreigner 
also. 
Importance of Meaning so to continue our remarks we earnestly 

a^iar nnder- invite /air criticism on them, whether from our contem- 
*^' por -tries, native and foreign, or from others ; and we 

promise respectful consideration of whatever may be 
properly advanced against our views. For our sole 
purpose is to aid in dispelling the misunderstandings 
and sophistries now tending to bewilder and beUttle a 
question which seems to us to deserve the clearest, 
truest, and most radical treatment that any friend of 
Japan can a£ford to give it. 
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Japan Gazette, March 12, 1881. 
in. 

The preceding article referred to the working of the Superior valae 
incautious concession by virtue of which foreign silver, of foreign over 
on its first appearance in Japan in 1859, was allowed a ^^^^® ailver. 
value three times greater than that paid by the govern- 
ment for the Japanese silver which they monopolized. 

The concession in question is contained in article V. Concession in 
of the American treaty signed at Yedo, July 29th, 1868, ^^ American 
and in similar articles in subsequent treaties with other ^^^y* 
powers, and provides that for a year after the opening 
of each port the government would furnish Japanese 
coin in exchange for foreign coin, equal weights being 
given and without charge for recoinage, and that coins 
of all descriptions, Japanese copper coins excepted, 
might be exported. 

The immediate effect of this rule was to develope an Its effect, 
extraordinary demand on the part of foreigners for 
Japanese gold coins. The most inferior gold kobang 
then existing was worth intrinsically over four dollars in 
silver. By the treaty, foreign silver had to be exchang- 
ed by the government, weight for weight in Japanese 
coin, and therefore commanded 3.11 bu per dollar. Now, 
four of these bu were considered equivalent to a rio or 
kobang. Hence for about $1.30, converted into bu, one 
might buy a gold piece intrinsically worth over $4.00. 
Foreigners were not long in discovering this Pactolian 
Bpring, and proceeded to avail of it to the utmost ; 
kobangs being, however, rather scarce, and their sale to 
foreigners (in despite of the treaty) sternly forbidden by 
the oflBcials, few or none were actually got at this low 
price. But at about 8 bu, which was double their 
currency value, a large number were obtained, many 
Japanese being found willing to risk their heads for so 
unusual a profit. 

The largest and most lucrative part of the business LucratiTe export 
done liere by foreif}jners during that first year was, ^^ fi^**^^- 
therefore, in the purchase of gold coin ; and probably 
more than a million dollars worth of these coins was 
exported during that year. The government made great 
efforts to check the traffic, but, of course, had little 
success while profits on both sides were so tempting ; 
and dollars continued to be poured into Japan, and gold 
to be taken away until, finally, about the beginning of 
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1860, the government (at the instance, it is believed, of 
the American minister, -who saw with some dismay the 
results of the concession he had obtained,) fixed the sum 
of 12 bu as the equivalent at which they would buy 
kobangs, when, as a matter of course, the objectionable 
commeice soon ceased. 

About this business a flood of nonsense has been 
littered in print and otherwise by people who, careless 
about the facts, and mainly intent on reporting marvels 
about Japan, could find no other explanation of it 
than the shallow notion that gold was vastl}' cheaper 
in this wonderful country than anywhere else in the 
world. 

The simple fact was that gold had in Japan about 
the same value relatively to silver as it had elsewhere, 
namely 16 to 1 ; but, owing to the over- valuation of 
native silver money (described in a former article) and to 
the imprudent extension of that over-valuation to foreign 
silver, the Mexican dollar had, most unintentionally, 
been endowed with a triple purchasing power. Hence 
the foreigner, exchanging his dollars weight for weight 
into bu at the government counter, had all the ad- 
vantage over the native seller of silver that the govern- 
ment themselves possessed; and with this advantage 
(amounting to 300 per cent.) could buy gold or anything 
else at what naturally seemed to him wonderfully cheap 
rates, even when he paid the Japanese sellers double the 
price usual among themselves. 

The foreigners who were here in 1859 have been 
much maligned by the writers already alluded to for 
having in these transactions taken a perfectly legitimate 
advantage of the exceptional conditions in which article 
V of the American treaty placed them. For not only 
had the Japanese government agreed by that article to 
furnish bu for dollars, weight for weight, without 
limit, but they had agreed also to allow the free export 
of Japanese coin, and foreigners who sought to profit by 
this were strictly within their right, much as they are 
condemned by Sir E. J. Eeed, and other prejudiced or 
thoughtless observers, for using that right. In fact, the 
only real infraction of this section of the treaties then 
practised was on the part of the Japanese government, 
who endeavoured, by severely punishing every Japanese 
detected in selling coins to foreigners, to prevent a traffic 
and an export which they had clearly agreed to permit. 
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That the government were taken by surprise in being but dispas- 
called on to ephange immense sums of dollars, when "1°"^^ T^®''" 
they had expected to have to deal with small amounts Btances jaatif j 
only, is no doubt true enough : and it is also true that their action. 
foreigners showed great greed and little delicacy in their 
demands for exchange and in the way in which they 
pressed those demands on the unlucky Japanese officials. 
Bat all that can fairly be charged against them in this 
regard is that, in natural eagerness to make the most of 
a legal advantage, they scrambled for bu in very undig- 
nified, and often very objectionable, ways. But in so 
far as the exchange itself, and the purchase and ship- 
ment of the gold were concerned, they did nothing that 
was not fully warranted by the treaties under which 
they had been induced to come here, to bring ship-loads 
of silver, and to risk their lives and their property in a 
country where both were, at that period, in very con- 
siderable danger. 

It is important to note, however, that at the opening Eelativo cheap- 
of foreign trade in Japan most other Japanese produc- ^^^ of other 
tions were quite as cheap (to the foreigner) as gold. b^^Se^old? 
Gold was preferred for export because its value was 
better known and could be more quickly realised ; but it 
Boon appeared that silk, tea, oil, etc., were quite as 
profitable to deal in ; and the reason these articles were 
cheap was the same reason that made gold seem cheap, 
namely, that they were also purchaseable with over- 
valued silver money which the foreigner alone could buy 
at the equivalent of its prime cost from the government 
who issued it. Under such conditions, it is not surpri- 
sing that all Japanese articles seemed marvellously 
cheap and gave large profits to the exporter. 

A proper remedy for this factitious state of things The remedy was 
would have been for the government to call in their ^ *^« ^"*^" oi 
over- valued silver currency, and to issue full weight coin 8^^^®^""®" * 
for the light coin they had formerly forced on the people. 
Had that been done foreigners would have found them- 
selves at once on an equality with natives ; prices would 
have been quickly adjusted so that gold and all other 
things would have recovered their normal value in 
foreign silver, arid at least one stigma which has been 
persistently attached to the opening of foreign trade 
in Japan would have been denied to those who have 
been 00 fond of vilifying the merchants engaged in that 
trade* 
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Such a remedy did not, however, occur to, or suit 
the Sh6gun*s government. Possibly, they were without 
the means requisite to restore to the people the mdney 
formerly extracted from them through the debasement 
of their silver coin. At all events, what they actually 
did was something quite different, and, quite characteris- 
tically, was not calculated in the least to benefit the 
common people. The object being merely to stop the 
ebb of gold from the country the method adopted was 
simply to treble the value of the existing gold coinage, 
just as that of the silver issues had been previously 
trebled; and, as in the former case, the rich alone 
derived all the benefit that the measure afforded. Those 
who had kobangs in reserve found their hoards suddenly 
worth twelve bu per kobang instead of four, and there- 
fore were no longer tempted to sell them at eight or 
ten. The government became better buyers than the 
foreigners had been, and so stopped this inconvenient 
traflSc. 

Still those Japanese who had only silk, or tea, or 
other merchandise to sell, were left to find their own 
remedy ; their case, though it was no less hard than the 
other, being, apparently, indifferent to the government* 
The merchants, however, were not left long in the lurch 
and foreign trade did for them what the government left 
undone. Demand turned quickly away from gold to 
other articles, and so raised prices that before long 
$1,000 per picul was paid for the silk which the farmer 
had but lately been glad to sell at the equivalent of 
$200. 

Then it was that a healthy foreign commerce first 
took root and began to develope in Japan ; and then it 
was that the knell of feudalism, and of the misused 
power of the ruling class, began to sound. 

A pleasant duty it will be to show how the rise of 
commerce which then followed stands related to the fall 
of the feudal government and the re-establishment of 
the Mikado's ^sovereignty; and how that commerce is 
steadily pushing this people on the road to liberty and 
power in a way which explains some of the hostility 
which the ruling classes still manifest toward a force 
which they distinctly feel to be unfriendly to their pre- 
tensions of superiority, and dangerously suggestive of 
coming changes in their relation to the people of 
J'apan* 
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At present, we are content to maintain that foreign The Buocessful 
commerce could not have begun in this country without inauguration of 
the aid of the blunder by which foreign silver was ad- ^J^J^^f^®!^^ ^^p. 
mitted at the ovtr-valuation (as compared with gold and rency blunder, 
other articles^ which it enjoyed during 1859 : that but 
for that blunder it could not have taken root here, and 
this country might, and probably would, have remained 
to this day, as little opened to trade as it was when the 
Dutch were shut up in Desima and forced to transact 
business with government monopolists only : that what- 
ever advantages the masses of Japan have acquired, 
whatever progress they have made, through the changes 
of the last twenty years, are the. direct results of the 
trade so accidentally established : that foreign merchants 
are most unjustly reproached with having taken unfair 
advantage of the treaties in virtue of which they came 
to Japan : and with having redeemed from one unjust 
aspersion the reputation of those who, in the early days, 
brought to this country not only far greater sums in silver 
than they took away in gold, but also a leaven of libei-ty 
and enterprise which must eventually prove of greater 
value to the people of Japan than any stores of gold or 
silver, however great. 



The Paper Currency op Japan. 

Japan Oazetie, July 2^ 1881. 

A correspondent of The Economist ascribes the depre- Correspondence 
ciation of Japanese currency to the ** quality " of the ^"*^®^'*^^<^''*"*- 
note. This term has given rise to some misapprehen- 
sion which it will be well to investigate. The Japan 
Herald takes exception to it, and avers that '* quantity," 
not ** quality," is the cause of the declining value of 
Japanese kinsatsu. 

" T.W." rests his case on the following grounds : — 

As a ranttcr of fact there is none too much currency in As a fact there 
Japan. Indeed if it is to continue to consist nf irredeemable is rather too 
paper it will soon appear thnt there is too little, and inflation little than too 
will be as loudly called for here as it was in America after the J""^^ currency 
collapse of 1873. Even the government itnelf will be forced *^*^* 
to inflation to meet continually rising prices. An increase of 
the oarreooy is, therefore, more likely than any real i*edaotioa 
of it. 
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Application of The devico of occasionally applying portions of the al- 

dencient coin ready deficient coin reserve to purchases of c a rrency in the 

reserye to por- market only aggravates every evil of the situation. It de- 

rencvaffewvatea ^®^^^^ "^ ^"®' ^^ ^^ believed that the notes withdrawn 

the eviir Better oi^st soon be reissued or fresh notes issued in their places. 

not Um money is And, it benefits no one (except a few speculators) ; for what 

required. the country nce<ls is not less money, but fte/^^r money; and 

depletions of the metallic reserve, which lead only to fresh 

exportations of coin, leave the whole financial system just so 

much the weaker. If the whole 20 millions of coin said to 

be in reserve were thus employed, the 150 millions of paper 

might be reduced to only 130 millions, but that remainder 

would then have no bottom whatever, and would speedily 

sink to worthlessness. It would then be seen that, instead 

of there being too much money in use, there was, in fact, no 

money at all, and trade would be obliged to establish some 

new measure of value, or, else, return to the mere barter of 

barbarous times. The history of paper money abounds in 

examples of such complete collapses of value, and Japan, as 

she now goes, is but too likely to furnish another. 

Japan Herald. ' The Herald meets this in the following tenns : — 

Quantity versus As to the so-called * quality* of the paper money it has 
quality. undergone no change : it has always been as it is now,^ 

simply inconvertible. Nobody ever took it formerly, or 
takes it now, to hold it under the expectation that the gov- 
ernment will at some unfixed period bo both able and willing 
to redeem it on presentation at the treasury. But it is taken 
to be used as real money, — as an instrument of exchange in all 
the daily transactions of life. Whether the currency be ever 
redeemed in part or in whole, either during this century, or 
the next, or never, is of no moment to its holders to-day, who 
accept it without a thought of its ultimate redemption. . . 
. . . Their * quality * biing unaltered, and the government 
being more firmly established than when first issued as a 
forced currency, * T.W.'s * assertion does not carry convio- 
tion. 
Quantity the .... But if the writer's (T.W.'s) mind were not 

sole cause of the possessed of an erroneous idea, that ib is quality not quantity 
low value of ^\^^^ jg ^^ the bottom of the low value to which paper money 
paper. j^^^ fallen, he would see that inflation is the real evil that 

affects the community now, and is the sole cause of the 
mischief experienced. 

To this " T.W.'* rejoined:— 

Argument in As to the facts, yon imply that the present depreciation 

support of the of kinsatsu results partly from the dubious position of the 

guofoy theory, government before its power was fully established, and partly 

from the large issuee nec^iaitat^d hj (be Satanma rebellioo 
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in 1877. But if this were bo the depreciation would have 
reached its maximum before Auj?ust 1877, when the rebellion 
was finally suppressed, the government firmly settled, and 
the volume of kinsatsu at its height. Instead of this the 
fact is that there was no important discount on kinsatsu before 
1878. In December 1877 the difference between paper yen 
and gold yen was only five per cent., and gold yen were then 
at a premium in silver. Even during 1878 the discount up 
to August was only seven per cent. 

These facts appear to me to prove conclusively that gov- Greatest issue 
ernment perils and large issues of paper had little or no when the 
influence. Further, according to Mr. Okuma's reports, there dis^unt was 
were more kinsatsu in circulation before June 1878 than 
there have been at any time since. Yet after the maximum 
issue the discount still remained small, and it was only when 
the amount in circulation had been reduced by more than ten 
per cent, that the value of satsu fell rapidly. 

" T.W." then urged that until recently kinsatsu were Paper at par 
convertible at par, and this during the period when, ^®^i^*^^® 
according to the Herald^ they ought to have had their \^ lowest, 
lowest value. ' To this the Herald replied by alluding to 
the time required for new pai>er to find its way to the 
treaty ports where the rates of exchange are determined ; 
and causally mentioned the influence of the national 
banks upon the currency. 

The object of both writers evidently is to trace the Object of both 

true sources of the depreciation of Japanese paper writers to dis- 

monev. One adheres pertinaciously to the quality, a ^5^®*^*"^®^.^®®" 
. * jxj-xi- XT. of depreciation, 

term we understand in this case to be synon3^mous 

with inconvertibility. The other obstinately rejects this 
theory, and holds to the more plausible one of quantity. 
To assert that a reasonable sum of inconvertible paper 
will not circulate at par with the coin it represents, is 
to oppose universal experience and the authoritative 
opinions of the best text writers ; and appears as un- 
tenable as the opposite assertion that convertibility is of 
no moment to the holders of currency, " who accept It 
without a thought of its ultimate redemption." The Essentials to a 
essentials to a thorough understanding of the question sound under- 
seem to us to be, quantity, quality, issue, and circula- !^^^tity ouali- 
tion, all of which have to be considered because, inti- tj, issue' uid 
mately connected with each other, they exert in some circulation, 
cases a separate, and in others a partially or completely 
united influence upon our currenc3\ 

When the first issues were made the government Issue, 
gradually absorbed the metallic medium and substituted 
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paper. These notes passed from hand to hand ; Ihey 
were required in the ordinary course of trade ; the debt 
expressed on the notes was trusted ; and no question of 
" quality " arose for the simple reason that a sufficiency 
of silver remained in the country circulating side by side 
with paper. The issues were, however, continued, the 
government employing this resource as a mere tem- 
porary substitute for taxation to an equivalent amount, 
and continuing to do so until metallic money had been 
entirely superseded. Arrived at this point the tempta- 
tion to continue was irresistible, and fresh issues were 
made, which not being readily exchangeable as formerly 
for specie, required more time to enter into circulatian. 
Had the government issue been in gold, the addition of 
any sum beyond the normal requirements of the nation 
would have led to a rise in prices equally with the rise 
which followed the emission of surplus paper currency. 
The tendency of this state of things with a metallic 
currency, is to increase importation and diminish ex- 
portation. Money being cheap here would naturally 
flow to countries where it was dear. This natural cause 
has an opposite effect when the currency is inconver- 
tible. Prices rise, but artificially. John Stuart Mill 
says : — 

An inconvertible paper'acts in the same way as a conver- 
tible, while there remains any coin for it to supersede: the 
difference begins to manifest itself when all the coin is driven 
from circulation (except what may be retained for the con- 
venience of small change) and the issues still go on increasing, 
When the paper begins to exceed in quantity the metallic 
currency which it superseded, prices of course rise; thin^ 
whicli were worth 61. in metallic money, become worth 6L in 
inconvertible paper, or more as the case may be. Bat this 
rise of price will not stimulate import and discourage export. 
Imports and exports are determined by the metallic prices of 
things, not by the paper prices : and it is only when the paper 
is exchangeable at pleasure for the metals, that paper prices 
and metallic prices must correspond. 

Inconvertibility was only recognized in Japan when 
the amount of notes issued was on a scale sufficient to 
have induced increased importation had the currency 
been a precious metal. There being no outlet for the 
surplus currency its depreciation became inevitable. 
Excessive quantity naturally di-'ew attention to the quality, 
and both combined to establish a discount sufficient to 
reduce the value of the isstie to a level with the sum 
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required for circulation. This is the discount, which 
fluctuates as more or less money is required for the 
nation's needs ; as trade increases or diminishes ; as the 
seasons are fruitful or barren. The question is not one 
of quality alone. If the notes were convertible deprecia- 
tion coidd not take place, because the surplus issue 
would be returned to the issuers to be exchanged into 
gold for export, or to be deposited in banks' treasuries, 
and the volume, the quantity, would be restored to its 
normal condition. Fresh issues in Japan, beyond the Fresb issues 
sum the nation supported at par, so far as we have been ^*J® SY ^h 
able to trace their circulation, have had the inevitable depreciation.^' 
eflfect of reducing the value of the whole, and have 
afforded proof that quantity first, and quality afterwards, 
are the true causes of depreciation. Will either " T.W." A proposition 
or the Herald be inclined to dispute the proposition that, ^^ support, 
assuming an issue of 150 milHons establishes a rate of 
160, the addition of 50 millions will have any other 
material tendency, when absorbed into circulation, and 
the currency has had time to settle, than to lower the 
rate of exchange to 216 or thereabouts ? 

We do not think either " T.W." or the Herald has Omission o! 
taken the trouble to examine the mischief wrought by '^^'l^^^ ^® 
the national banks. The former lays stress upon depre- f uu weight*^^ 
elation being smallest when the issue was at its maxi- to the national 
mum, and greatest during the process of contraction : ^^^ iBanes of 
while the latter endeavours to meet this by an imperfect P*P®'* 
allusion to the issues of the banks, omitting to show 
how those issues obtained circulation and influenced the 
position and value of government paper. The state- Tlie maximnm 
ments of the ex-finance minister, H. E. Okuma, show j^J^® J^|^®^^ 
that on July 1st, 1878, the sum of government paper the exdumge. 
had attained its maximum, namely 121,054,731 yen. 
The rate of exchange then stood at about 107, at which 
figure it remained fairly steady until the early part of 
September, when a new force was brought to bear upon 
it. National banks, as most of our readers are aware. National banks, 
must invest eighty per cent, of their capital in the 
purchase of national bonds, and upon the latter being 
deposited in the treasury notes to an equivalent sum 
may be issued by the depositors. These notes are Their note 
secured by being made exchangeable at the treasury on issues, 
demand for kinsatsu, and they consequently float side 
by side with government issues, At the close of 1876 Amount thereof, 
there were five banks with aggregate capitals of 
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9»680,000 yen, and note issne of 2,819,998 yen. In 
1877, twenty-one new banks, capital 22,016,100 yen, 
and note issue of 19,932,868 yen ; and in 1878, sixty- 
nine new banks, capital 10,675,000 yen, and note issue 
7,406,185 yen, were founded. These ninety-five banks 
had, thetefore, an aggregate note issue of 29,657,996 
yen. Little if any real banking business was done by 
these institutions, the officers and shareholders being 
content to draw their interest upon capital bonds from 
the ^oyemment, and make whatever they could in 
addition by usurious loans and speculations in rice and, 
finally, in currency. Their note issue was more or less 
nominal, for the banks' notes did not circulate to any 
considerable extent, there bemg a sufficiency of currency 
for trade requirements without the national banks' 
paper. We must, therefore, regard the is$ue in Septem- 
ber 1878 as 150 millions of yen in round figures ; but 
that sum did not represent the circulation, circulation 
alone affecting the exchangeable value of an inconver- 
tible currency, and accounting for the rate of exchange 
ruling at any given time. 

On the 9th September 1878 the government issued a 
notification permitting the mortgage and sale of pension 
bonds, and assessing rates of discount at which those 
bonds would be bought up by the finance department. 
The immediate consequence of this was to create a 
demand for currency against bonds, and early in Octo- 
ber the native press announced that since the issue of 
the notification the sales to September 29th did not 
exceed 700,000 yen ; but, on the following day, sales 
reached 29,861,715 yen ; of which 28,941,065 yen was 
the proportion of purchases made by the national banks, 
and 420,660 yen by private persons. That other sales 
too]( place causing paper held by the government in 
reserve to enter into circulation there is little doubt ; but 
the hostile criticism of the foreign press led to the sup- 
pression of further information. Here, however, we can 
account for a sum of 80 millions of yen, which up to 
that time existed only as an issue, entering at once into 
circulatian. What was the consequence ? Exchange for 
specie, which stood at 109 on September 9th, the day the 
notification was issued, declined to 121 on October 28rd. 
From this point a slight improvement took place, but a 
sensible rise in prices then set in and followed the 
demand of those persons who were endeavouring to 
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ntilize the money received- for bonds which had pre- 
viously been unnegotiable. The national banks' notes 
were almost suddenly transformed from issue into cir- 
culation, and the augmented currency sought an outlet 
'which could only be found in its exchange for metallic 
money which could be sent to countries where it would 
be dearer than in Japan. But redemption was impos- 
sible. To get rid of the currency the holders consented Exchange would 
to a discount, which must increase until the value of the J^*^® ^^^^^ *^ 
Tolume of currency is equalised with the value of the q^^j^j'^^^. 
trade it is required to perform : and to this it would ferenoe. 
have descended, and restored a steadiness to exchange 
months ago, had it not been for official interference with 
the natural course of events. This interference has 
been the source of serious depression, the e£fect of un- 
certainty of value ; and the troubles have been augment- 
ed by the establishment of more note-issuing banks, no 
less than fifty-eight additional having been founded in 
1879 and 1880. 

Looking at the part these banks have played in the The notification 
game of depreciation, we cannot follow " T.W." in his ^^£u?^^® 
statement that when the issue of paper was at its max- and the note- 
imum, depreciation was lowest ; and as redemption iasaing banks 
began the value of the remainder of the currency ^J« J^eal cAxuen 
declined. That government paper alone would jjaye ^' ^^P*®^^^^*** 
been liable to further discount than the quoted rate in 
August 1878 is likely enough ; but that the mere quality, 
the inconvertibility of that issue, would have brought 
about a decline to 180 we cannot accept even as a pos- 
sibility. The notification of September 9th, 1878, and 
the establishment of the national banks, are the primary 
causes of depreciation. 

We confess that when " T.W." addressed the public The objection 
through these columns, we were partly inclined to of wiS^^S*ed 
endorse the theory of quality; but reflection shows infeom^^mo- 
the strongest light that if the vice of kinsatsu — ^the ment of the 
impossibility of redemption — is to be regarded as the ^"* i"^®- 
cause of depreciation, the objection to them which holds 
good to-day had equal force when the first note was 
issued. Suspicion of the quality never arose until the 
quantity compelled the holder to have resort to the 
issuer. There he found no assets ; and to make use of 
his capital he has had to submit to its diminution l]^ 
giving away eighteen or twenty yen for the same ooxa* 
^nodities for whiob h9 formerly paid only teOf 
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The view we take of this question is formed after 
very full consideration of arguments which are certainly 
worthy of it ; and the conclusion to which we arrive is 
that, if an inconvertible currency can be made to do 
duty as money at all, it will pass on a par with real 
money so long as the notes issued are limited to the 
number which the public would retain without sending 
in for payment if convertible. The government are 
debtors to that amount, -ind they are trusted to that 
amount; but the situation is entirely changed the 
moment that amount is exceeded. Then, and then only, 
is the question of quality raised. 
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The Tokio Chamber of Commerce on Currency. 
Japan Gazette, July 2, 1881. 

After the article on the " Paper Currency of Japan '*(^) 
was in type we met with a report made by the Tokio 
Chamber of Commerce, at the request of the govern- 
ment, into the causes of tho decline in value of silver 
and rice observable during the last two months. 

The report refers to the influence of supply and 
demand as an invariable law which has affected these 
two commodities in the usual course. This is so far 
intelligible, but incoiTectly applying the principle 
to silver the chamber falls into error of a serious kind. 
Thus, the report says the demand for silver yen is 
greatest when imports exceed exports, which was the 
case from April to November last year. We cannot 
avoid expressing surprise that a body of merchants who 
lay much stress upon the operation of the laws of 
political economy, should adhere to the notion that the 
balance of foreign commerce is in any manner connected 
with the fluctuations in paper. Sufficient evidence has 
been adduced to show that the excess of importation is 
the payment made by foreigners for their residence in 
this country ; and that, as a matter of fact, silver is 
imported to defray the balance of trade, which is largely 
in favour of Japan. These indisputable truths appear, 
however, to be wholly ignored, as is also the true cause 
of the fluctuation of silver, or paper, or both. The 
sudden rise from 180 to 160 is ascribed to foreign trade, 

(27) 7W«p.837iftie}. " 
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which is incorrect ; instead of to the season of increased 
bnsiness, enlarged interchange of commodities, which is 
correct. To illustrate this we submit to the Chamber of An illuataration. 
Commerce the paradox following for the earnest con- 
sideration of the members. Foreign trade is- called 
adverse when imports exceed exports; when, in fact, 
Japan receives more than she gives away : and it is 
called favourable when she gives away more than she 
receives. Putting aside this mistaken theory, let us 
assume the proportion of Japanese foreign trade to be 
now ; — imports 36 ; exports 28 ; difference 8, which Japan 
lias to provide for ; paper money 160 to 180. How is pay- 
ment of this balance made ? Do her merchants pay in 
gold or silver ? The official returns prove that they do 
not. The true answer is, that the foreigners who conduct 
the business receive from Japan commodities worth 28 
which they export ; a portion of the balance, 8, is paid 
by Japan also in the form of labour rendered, commodi- 
ties supplied for consumption on the spot, land rented, 
building material supplied, and considerations other 
than money. Let the present trade regulations and incriased trade 
tariff remain in force, but prevail upon the people to ^1 lead to 
produce commodities worth 56 instead of 28 ; double ^c^'^^rency 
production, in short. The effect of this would be, provided tl^' 
imports 74; exports 56; difference 18; paper money fitttjr be not 
125. Treble production, and make exports 84 ; imports "*<»Jft*®<l' 
114; difference 30; paper money at par. This may 
seem absurd to persons who argue as the members of 
the Tokio Chamber of Commerce do. To assert that so 
heavy an excess of imports means an influx of wealth 
and the restoration of the credit of the state, appears to 
be a contradiction in terms, whereas it is a truism. If 
you enlarge your foreign business, and so long as you 
keep up an excess of importation, you must grow rich. 
You are, in such case, receiving more than you give 
away. Turn the course of trade to an excess of export, 
and it is manifest you are giving away more than you 
receive. Your own accounts show that in 1880 you im- 
ported worth 36,000,000 and exported worth 28,000,000; 
and does it not stand to reason that if these imports 
have passed into your hands in return for your exports, 
you are the gainers ? Probably not gainers to the full 
extent impUed in the figures, for your labour, and goods 
consumed by foreigners not exported, must be con- 
sidered as helping in soiue measure to account fof f^ 
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payment by foreigners to you much in excess of the value 
How is the of the commodities received by them from you. That an 
exceMof importa excess of import goes on is evident; that you do not pay 
^^ ^^ . for that excess in precious metals is clear from your own 

returns ; that you are not indebted to the importer is 
certain ; Jiow then can such an excess of imports as you 
have at present be otherwise than beneficial to you ? 
Increaeed trade If, as already supposed, you should treble yonr 
incr^aes de- foreign Commerce, you may ask, how is that to improve 
drSidatinff *^® position of the currency ? The answer is simple, 
medium. Increased trade means an enlarged demand for a cir- 

culating medium. There has been an increased trade 
during the past two or three months ; hence the im- 
proved value of kinsatsu: the moment that trade 
slackens, kinsatsu will again decline. If, therefore, a 
permanently increased trade is established Jiinsatsu will 
be permanently improved in proportion to the increase, 
provided no new issues are forced into circulation ; and 
had the Chamber of Commerce urged this upon the 
attention of the government instead of dwelling upon 
the worn out and impossible theory that foreign trade, 
as it stands at present, affects the condition of an 
internal inconvertible currency, some benefit might have 
resulted. 
Japsn waa We cannot conclude this article without asking the 

when h*^****^^^*^ Chamber of Commerce to explain itself. If excessive 
ports wero hi importation is the cause of currency depreciation, how 
excess of ez- does it come to pass that during the earlier months of 
ports ; and wee this year, when the " balance of trade " was in *' favour *' 
vend, ^f Japan, that currency reached its lowest point ? On 

April Ist the currency quotation was 181J^. During the 
month of April imports exceeded exports by 1,084,724 
yen, yet on May Ist the rate had risen to 169^. During 
the month of May imports exceeded exports by 446,481 
yen, yet on June Ist the rate had reached 162. 
An influx of Finally, if fifty millions of silver dollars were paid to 

specie unless to the merchants of Japan to-morrow, can it be supposed 
wouldnot ma- *^^* *^® latter would rush in and buy paper in order to 
terially improre create a demand for it against silver ? The effect of an 
P*pw. influx of silver must be the further discrediting of paper ; 

merchants in such a case would make their contracts 
among themselves for silver, using paper only for Uie 
payment of taxes. The government, be assured, could 
not receive any benefit from an increased supply of 
ffilver deriyed from oommeroe uolene they beoraid them* 
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Belves traders ; but they would have an excellent pretext 
for increasing taxation and levying a certain portion 
thereof in specie. This can be done when Japan offers 
some more commodities for sale. Foreigners want your 
productions not your money ; but your policy prevents 
hixu from having either. 



The question discussed in the preceding pages(^) 
had, some months earlier, been raised by " T.W." in 
letters addressed to the Japan Gazette. The letters created 
some sensation at the time ; and a very general opinion 
was expressed to the effect that the writer had struck 
at the root of the currency evil ; and his contention 
that the cause of depreciation was the inherent vice of 
the government notes, and not over-issue, was regard- 
ed as sound. These letters will be read here with 
interest. 

KiNSATSU. 

To the editor of the Japan Gazette. 

Sir: — ^Recognizing the valuable service you are ren- a new Tiew of 
dering to the public by the interesting discussions on depreciation, 
finance which appear in your paper, I desire to contri- 
bute to the elucidation of that subject, and beg you to 
allow me space for this letter. 

I am obUged to differ from the view taken in your The volume of 
issue of 12th instant and to agree with H. E. Okuma currency is not 
and Mr. Watson in the opinion that the volume of *^ ^'^^ 
currency now circulating in this empire, be it only 110 
millions of yen, according to the official statements, or 
1S5 millions according to your more plausible calcula- 
tions, is not too large for the business of Japan. 

I think there is much reason to believe that, even if Amount of cor- 
the currency consisted of real money instead of pretty renyy in western 
scraps of paper, 160 millions would not exceed the re- ^t^of j^pSn^* 
quirements of 86 millions of people. That would be trade, 4c.; con- 
less than 6 yen per head. The amount of currency in Bidered. 
use in most of the western nations far surpasses that 
ratio, and it^ is there aided by systems of credit and 
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adjustment Trhich mtdtiply its efficiency to a degree 
greater than any difference existing between these coun- 
tries and Japan in the activity and importance of their 
commerce. 

It is even probable that, with the growth of business 
in Japan during recent years, considerably more than 
160 millions would find full employment. And it is 
certain that, with continually rising prices, 150 millions 
of currency will soon prove too little rather than too 
much for general convenience. The daily experience of 
every one engaged in business here affords ample 
evidence in this respect. 

On this point, therefore, H. E. Okuma, and those 
who agree with him are, in my opinion, quite right. 

But the possession of this particular truth leads 
them, apparently, as partial vision often does lead men, 
into a multitude of errors, and enables them to induce 
error in other minds. For they argue that, since the 
currency is not excessive, it must be good, and would 
prove so but for adverse external influences, chief among 
which is a so-called unfavourable " balance of trade." 

Now I venture to maintain that the depreciation of 
the Japanese paper currency is due wholly and solely 
to its inferior quality, and not in the least to its exceed- 
ing quantity ; and that all explanations of that deprecia- 
tion founded on any other considerations are erroneous 
and misleading. The attempts lately made to improve 
its value by reducing its volume have, it is well known, 
completely failed. The reason of this failure, and the 
fundamental defect of kinsatsu, is that they are not 
money in any proper sense of that word. 

Money is something which must possess intrinsic 
Printed or written papers possess no such value, 
and are therefore not money. If believed to be conver- 
tible sooner or later into money these papers become 
current, and acquire a purchasing power, their worth 
depending entirely on the degree or prospect of such 
conversion; If believed to be finally inconvertible into 
money, they gradually lose worth and currency, and 
ultimately become rubbish ; and whether there are few 
or many of them in circulation the law which governs 
them is just the same. 

This is what the people of Japan are finding out, and 
it is the true and only cause of the present low price of 
kinsatsu. 
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These paper promises have taken the place of real Fapdr money 
money because debts in Japan can be lawfully paid with ^^^^ fh^^^i-t 
them. But that does not change them into money any ^f^Q iMuer. ^ 
more than my individual promissory note becomes 
money when I sign it and hand it over to you in ex- 
change for your property. If I am known to be able, 
and to intend, to pay my note in money, that note will 
liave a value while in your possession, or in circulation ; 
but the extent of that value will depend entirely on your 
own, or the general, opinion as to its ultimate payment. 
If that opinion is that I will not, and cannot be forced 
to pay it, it will have no value, and the question whether 
I have issued many of such notes or only a single one 
will seem to all sensible men a ridiculous question, not 
worth consideration. 

The principal difference between a government note Difference be- 
and a private note is that creditors are not compelled to ^q^^^I^^' 
take the one, but may be compelled to take the other, ^ivatepaper. 
It is this compulsion alone which gives currency to such 
paper as kinsatsu. But the compulsion in no way 
augments the value of the paper — on the contrary, it 
tends to impair it ; for each holder of it estimates its 
value according to the chauces of its being paid, and 
the compulsion implies that it may not be paid. 

No doubt it is generally supposed that the promises Belief in gov- 
of a government are more reliable than those of ^^ fj^ot®^*^'^®*^!^ 
individual, and therefore government notes pass easily hj^hxB^^^ 
into circulation. But as a matter of fact and history, 
this supposition has often proved quite wrong. Even 
the American government, with all its sui^lus revenue, 
and all the great wealth of that country at its command, 
is slow to redeem its " greenbacks," and nothing but 
the general confidence that they will be, and the general 
determination that they shall be ultimately paid, gives 
them their present value. 

The theories of those who pretend that the deprecia- Contention tbat 
tion of government paper in Japan is due to an adverse ^^ t^^teade 
" balance of trade," or to excess in volume, are there- or over-iMue 
fore equally without foundation in fact or in reason. erroneoua. 

But if the elementary considerations above stated 
leave any one in doubt on the subject, let me ask a 
question or two to elucidate it. 

1. — What possible effect can any '^balance of general Beaeona. 
trade," or " balance " of anything general, be it pro or h^*^**"^ ^' 
con, have on the particular ability of the issuer of a ^"^' 
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promissory note to pay that .note ? I grant that an 
increase or falling oflf in general trade may assist or 
hinder the payment. But that is not part of the ques- 
tion, which refers solely to a ** balance of trade ;" that 
being the phrase used in the argument, however little 
it may really mean. How, for example, is my ability 
to redeem my obligations increased by the frugality or 

Erosperity of my neighbour ? Is he likely to employ 
is earnings or savings in paying my debts ? Or, take 
the case of a bank without funds to redeem its issues ; 
what benefit can that bank's creditors derive, as credit- 
ors, from the circumstance (if it exists) that the other 
banks in the country show favourable balance sheets ? 

2. — Suppose that this government succeeds in pre- 
venting individual Japanese from buying foreign articles ; 
will those individuals hand over to the government the 
money they wished to spend on those articles ? And if 
they do not, how will the government be better off for 
hindering them in their purchases ? Will it not, in 
fact, lose just the amount of taxation it would have 
collected on those purchases ? 

That it may save its own money by not buying 
foreign luxuries is plain enough. But wherein does it 
save money by compelling Messrs. Ainosuki and Seikit- 
chi to do the same ? Is it going to confiscate what 
would then remain in those gentlemen's purses ? And 
if not, how wiU it get that money from their hands into 
its own ? What has it to sell that Ainosuki and Seikit- 
chi want more than the foreign things they are prepared 
to buy? Governments are not, or ought not to be, 
producers of anything but good laws and good order. 
For these, Ainosuke and Seikitchi already pay their 
share in their taxes. How then, is the government 
going to get any further contributions from them ? Is 
it to be believed that their patriotism will be so intense 
that they will be glad not only to do without the com- 
modities they wanted to buy, but to transfer spare cash 
gi-atuitously to the government coffers ? And if they 
determine not to do so, but to keep it for their own use, 
what has the government gained by preventing their 
spending it as they wished to do ? 

Possibly these simple questions may appear to the 
'* balance of trade " theorists altogether foolish and 
impertinent. But if any of them wall take the trouble 
to answer them as individuals, and then multiply each 
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individual answer by the population of this empire, they 
may get a clearer view of their problem than they seem 
to have attained up to this time. 

The plain truth is that, beyond good laws and good if anj thing else 
-order, government can offer nothing else that is good in is attempted by 
exchange for the people's property or services. U it t^SIwea't^^^^ 
ofiters anything else it is sure to be either dearer m of good laws the 
price, or worse in quality, than the people could make people must 
for themselves or could buy elsewhere. And nothing ^^^'' 
that it does offer can be dearer or worse than paper , 

substitutes for good money. It is enabled to force such 
paper on the people by its power, and by taking advan- 
tage of the rule that money is a commodity which, 
though not produced by any government in the world, 
but by the people alone, yet requires a government 
stamp to give it convenient currency. And when great 
necessities press governments do not hesitate to avail 
themselves of this power and to take this advantage. 
But at least they should do so frankly, and with the 
purpose of repaj^ment at the earliest possible moment ; 
and should not. try to cloak their proceedings or their 
failure by nonsense about " balance of trade," or other 
things which are in no way concerned in the affair. 

As to the ** balance of trade " theory by itself, it Statistics on 
would be easy enough to show that none of the statistics ^^^oh the 
now used to prove it are correct. That they do not J*^*^^®^^^'^® 
represent a real state of things, every one at all familiar untrustworthy 
with them knows full weU. H. E. Okuma probably and unreaL 
knows this also, and his partisans in the chamber of 
commerce ought to know it. To appeal to these figures 
as evidence that there is a " balance of trade " for or 
against Japan^ is almost as irrational as to assert that 
any " balance of trade," good or bad, affects the value 
of any paper promises afloat in this country, whether 
they be issued by the government or by private persons. 

The true and only reason why good money has gone Good tuid bad 
out of use in Japan, is that good money and bad money ™*ii®^theticaL 
cannot hve together. They are as hostile to each other ^d^tnnot Ure 
as red ants are to black ones. The people of this coun- together, 
try having been compelled, or having consented, to 
employ paper tokens as a measure of value instead of 
real money, had no further use for the latter, and con- 
sequently they hastened to exchange it for other com- 
modities, or hid it away until it should again be wanted. 
It will not come back from foreign oountriesi or emerge 
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from its hiding places, until the government, which has 
borrowed from the people the 135,000,000 yen now 
represented by kmsatsu, shall have begun to repay that 
loan, or until the people shall have found out that it is 
not to be repaid ; that its representative promises are 
worthless ; and that they must set themselves to create, 
by their own labours, as they did at the beginning of 
trade, a fresh ^tock of real money to replace these 
promises in their currency. * 

It is consohng to Imow that H. E. Okuma so far 
recognizes the truth of this self-evident proposition, and 
so far appreciates the danger of leaving the individual 
holders of kinsatsu dissatisfied, that he proposes to 
reserve for their gradual payment a certain sum each 
year, to be applied faithfully to that purpose ; and every 
well-wisher of Japan must desire his success in that 
endeavour. But it is somewhat discouraging to find 
that he, and so many others with him, rely for success 
on such mere hocus-pocm processes as manipulation of 
" trade balances," interfering with the liberty of private 
persons to spend their own money as they prefer, 
and engaging the government in ruinous commercial 
competition with individual subjects to whom it owes 
the free exercise of every private right and oppor- 
tunity. 

While such long since exploded fallacies pass as 
wisdom, or reign as policy in Japan, there is little 
chance of any financial improvement, either in kinsatsu 
or otherwise. 



T. W. 



February 14, 1881. 



Inconvertible 
paper is not 
good to any 
extent. 



To the editor of the Japan Gazette. 

Sib: — Eeferring to your remarks on my letter of 
yesterday, I wish to point out, in order to keep the 
question within clear limits, that the difference between 
us is that you seem to hold that a certain sum of " in- 
convertible " paper currency can be maintained at par, 
and is therefore good to that extent. What I maintain 
is that inconvertible paper has no right to cfrculate at 
all, is not good to any extent, and that this is truo 
yrl^etber the ^uantitjr of it issued is xauoh or littto» 
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No man, or council of men, in this country or in any No one can teU 
other, can possibly be wise enough to determine what J^^^^^^um a ^^ 
amount of currency a nation requires. Only natural ^a currency, 
laws, working through individual need, can determine 
that question. When the currency is real money, pos- 
sessing intrinsic value, its Volume is regulated automa- 
tically, and, as Professor Price shows, any surplus is 
put aside or sent out of the country. 

Automatic regulation is impossible with our incon- Regulation of 
vertible currency, and the arbitrary regulation which is g^g^c'^^^pog. 
attenipted instead of it is almost sure to be abused, ^bu. ^^ * 
and is quite sure to work mischief in one way or 
another. 

The argument of Professor Price, which you cite. Prof essor Price 
refers to convertible paper— paper which, being truly ^^^^'|^®'^^'^^® 
representative of metal money, is governed by the 
natural laws which govern money. 

With regard to the inconvertible note he says " it is a On inconver- 
bad tool, does evil work, distinctly produces harm, and *^"^® paper- 
is sure to be issued in excess." 

I do not ignore the fact that kinsatsu were formerly Kinaatsu for- 
at par with silver. But that was not owing to their ^fth^vS^ue 
being limited in quantity, but because holders of them to confidence in 
then believed them convertible into silver. If this belief the iseuere. 
had been well-founded it would have endured till now, 
and no man would enquire how many notes are out. 
This question is now asked because that belief is fading 
away, and it has become important to creditors to con- 
sider what are the resources of the debtors in proportion 
to their outstanding obligations. Since it has become 
plain that these resources are frightfully inadequate, the 
notes have fallen in price. But I wish to emphasize 
the fact that it is their badness of quality — of which 
their volume is merely an index — which produces this 
effect. It seems to me essential that this truth should 
be clearly apprehended, and not obscured by other 
considerations, which, even if equally true, are not of 
equal importance. 

February ISth, 1881. 

P.8.—The following extract from Professor Price's 
book J). 442, sums up what he has previously said 
about inoonvertible paper currency* 
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Professor Prico One plea most commonly xiiged in defence of inconvertible 

on inconvertible bank-notes appeals to necessity^ the political distress of the honr. 
currency. The state is in sore want of means, and the limit of taxation has 

been reached; what else can a government do at such a time to pr^^- 
vide what is indispensable for the safety of the nation, but pay with 
promises to be made good at some future day ? With these incon- 
vertible notes it pays no interest on what it borrows; by an increase 
of the ordinary national debt an increased taxation would have 
been unavoidable. This may be so ;' at a moment of danger such a 
proceeding may admit of some excuse. But it should nover be 
forgotten that the harm inflicted by such a ciirrency goes on unin- 
terruptedly year after y^ar; it never stops; it is always working 
fresh injury. It goes on persecuting society at every turn. It 
poisons every sale as time rolls on, every exchange. Overwhelming 
necessity may extenuate the imposition of so easy but so vicious a 
tax. But the pressure once over not a day should be lost by any 
legislature which has any knowledge of the nature and working of 
money, to arrest the plague and sweep away the Inconvertible paper, 
which it felt forced. to have recourse to in the hour of danger. 



A reply recapi- 
tnlating the 
contents of a 
letter not repro- 
duced here. 



Difference 
between gov- 
ernment and 
private notes. 



Notes may be 
floated without 
being good. 



If not good oil 
are in excess. 



If any good aU 
are good. 

Inferiority of 
notes soon 
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To the editor of the Japan Gazette. 

Sir: — Important as it may be that your readers 
should obtain clear views on the currency question, I 
cannot so far trespass on their patience or on your 
space as to reply fully to " F.'s " letter in your paper 
of yesterday. But I will ask you to allow me room for 
a few observations on the points he refers to. 

1. The notes of a government and those of a merchant 
or banker are not analogous in the way " P." supposes. 
For the latter are founded upon, and imply, ample and 
available assets, and are therefore convertible. Kthe 
former were similarly founded they would not be incon- 
vertible. 

2. No one doubts that a certain amount of notes 
without foundation can be kept afloat. Private persons 
frequently float such notes ; and a fortiori a government 
can do so. But that does not make them good notes. 

3. If they are not good they are all in excess of the 
pubUc requirements. For what is bad in its own nature 
does not become good by reduction in quantity. 

4. If any of them are good, they are all equally 
good ; and of good money there cannot possibly be an 
excess in any country. 

5. When much bad money is in circulation its in- 
feriority is soon discovered. But the detection and 
expulsion of some of it do not improve the quality of 
^bftt remains. 
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6. I do not mean to imply that kinsatsu are worth- Kinsatro not 
loBB. They have their value as government obligations. ^^^^^-^ 
For, although governments may be, and generally are, ^^ ^*' 
without any saleable assets, they control the assets of 

their subjects, and with them can pay the public debt. 
Their obligations are estimated, however, according to 
their known intentions in this respect. If it is believed 
that a government will not, or cannot, use this 
means of payment, its obligations decline in price, 
without much regard to their number. Turkey is an 
example. 

7. The opinion that 100 millions of inconvertible Quantity that 
paper can be made to float at par in Japan may be a ™*^i^*^n\® 
perfectly sound opinion. But it has exactly the same ®^'"^"® ^' 
foundation, and no other, as the opinion of any indivi- 

jdual in regard to his ability to float a certain amount 
of his private paper without assets behind it. He may 
succeed but his success imparts no value to his signature. 
Nor are his victims better or worse off by his succeeding 
more or less. 

8. The fact that ignorant or credulous persons regard Acceptance doet 
a paper note as money per se, does not make it so. It ?°* ™*!S^ 
oiJy explains why even inconvertible notes obtain Jj^^°2^^ ^ 
currency. 

I trust that these remarks will be understood as Kingatau being 
referring only to inconvertible notes. For it is to such [h^^®""'^® 
notes alone that my arguments apply. What I wish ig^^g^or^^ 
to show is that the defect of kinsatsu is their in- immateriaL 
convertibility, and, therefore^ that their quantity is 
immaterial. 

T. W. 

February 16th, 1881. 



In The Economist of April 28, 1881, appeared a Letter to The 
letter from the same correspondent on the question of ^^<>**<^**<- 
the paper currency of Japan. The Niclii Nichi Sldnbun 
subsequently published the following comments thereon, 
recapitulating, to a great extent, the contents of the 
letter, and rendering its reproduction here unneces- 
sary. 
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The Fapeb Currbnot of Japan. 
Nichi Nichi Shinhun, July 10 ^ 1881. 

Estimate of The estimated sum of 150,000,000 yen of paper 

^tonSwiTOot ^^^^y ^^^ ^y ^ correspondent of the London 
* JSconomistiH fairly correct ; and the assertion that simply 
reducing the volume of an inconvertible currency is use- 
less, as the cause of disease is quality not quantity, is 
right. The author of the letter then refers to the sale 
of specie, ofificial trading, and a foreign loan, in words 
which correctly convey our own people*s opinions on the 
same subjects. He may be said to have exhausted 
these points, but we have a few words to say about 
Sale of specie them. First, with regard to the sale of specie we know 
inmw^iie^t government are fully aware of the inexpediency of 

uespeoien . ^^^j^ ^ measure, and appreciate the folly of attempting 
to restore the value of a currency of 150,000,000 by 
disbursing their 20,000,000 of specie in a purchase of 
part. ** T.W.'s " argument is, therefore, superfluous on 
BeasoQB for sale this point. It is true there were two or three instances 
of specie. Qf tjjQ government selling specie ; but their object was 

to frastrate the schemes of some over clever persons 
who were believed to be speculating in order to injure 
the currency by purchasing specie which could not be 
forthcoming. This action was, however, opposed to 
economical principles ; it was adopted as a temporary 
remedy and resulted, as the writer says, in the benefit 
of a few speculators, no one else gaining by it. Since 
then we have never heard anything about the sale of 
coin, so that the argument of the writer falls to the 
ground, for, however cogent it may be, it does not apply 
to the government's policy though it may reflect upon 
the past acts of some of the officials. O 
" ' . ' ■ 

' (29) This statement is not quite accurate. The transactions to , 
which the Nichi Nichi Shinbun refers are no doubt those in which 
Mr. Qodai was interested, and in which 1,800,000 yen of treasary 
specie played its part. In November 1880, H. E. Okuma told Mr. 
Kennedy, H.B.M. charge d'affaires, that during the past two years 
twelve millions in paper had been withdrawn from circulation, and 
an equal sum of specie taken from the " reserve fund *' had been 
placed on the market. True, thia statement is at variance with 
previous reports sanctioned by H.E. Okuma and published ; and the 
discrepancy has never been explained though we are confident it is 
readily susceptible of explanation ; but the circumstance must surely 
be within our contemporary's knowledge as an instance of the sale 
of specie referred to.— £d. J.Q. 
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Second, with regard to official trading. The gov- Official trading, 
eminent have not willingly engaged in trade, doing bo ^^ '^^ object, 
only to encourage the people to develope production ; 
and for these purposes the government did engage in 
trade and, in addition, established- works, factories, and 
training places. This action has no connection at all 
with currency or its remedy; it was undertaken to 
improve industry ; still the absurdity of the government 
engaging in unsuitable business which injured private . 
entei-prise and impeded the progress of the country, was 
early perceived, attracted the attention of thinkers, and 
has been exposed to public opinion. The consequence Policy 
of this has been that the policy is changed, and no abandoned, 
fm'ther fear exists of official competition in trade in the 
future. Moreover, the minister of trade and agriculture 
had issued his notification before the writer had given 
his opinion which has, therefore, no longer any appli- 
cation. 

Third, with regard to a foreign loan, we can only Foreijjrn loan 
say that any such scheme is a thing of the past. When discarded, 
the suggestion was made many al)le men denounced it, 
and the matter was fully discussed in the cabinet, dis- 
missed from further consideration, and there is no 
chance of it being again thought of. 

On all these i:)oints, therefore, the government are Government 
well informed ; and no benefit is conferred by the ^^^liV*^'^"^''^ 
writer^s ideas on such subjects, although we readily ^l^j^tg^ 
admit the sincerity of his motives with regard to our 
country. 

Thus far we have encountered * T.W.' in his objec- Qnali^ not 
tions to the policy of the government, and we have now quantity cause 
to examine his propositions for restoring the value of ^^p^^f^lon, 
the currency. His argument is that depreciation is 
caused by quality not quantity. Very good. We agi*eo 
with him on that point. Then he adds that as a matter 
of fact there is none too much currency in Japan, and if 
it appears that it is to continue to consist of irredeem- 
able paper it will soon seem there is too littley and 
inflation will be as loudly called for as it was in America 
in 1873. This may be true. He further says the only 
remedy is to increase the amount of specie reserve, and 
to adopt resolute measures for that purpose. A writer 
of such knowledge who sees the cause of disease and, to 
some extent rightly, points out a remedy for it, is entitled 
to all praise. 
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We agree with *T.W.' in his assertion that the 
true remedy lies in increasing the metallic reserve : but 
one of his effectual means to this end is higher taxation. 
This is a perplexing statement to be made by a writer 
of so much knowledge, for he says, in an earlier part of 
his letter, that taxation seems to have attained its 
maximum in Japan, and that the blind obedience which 
enabled the shogun and daimio to take what they 
. pleased of the people's products can no longer be ex- 
pected. This statement proves this foreign writer 
clearly perceives the real condition of this country, for 
which we much admire him ; but he suddenly changes 
his argument and asserts that the people being favoured 
with good crops for some years are not unable to endure 
increased taxation. This is an inconsistency. As the 
writer asserts, it is true taxation has reached its maxi- 
mum and the people object to further imposts ; therefore 
we fail to see the reasonableness of forcing new taxes 
because the crops are good. Indeed, if good crops 
were suflScient reason to levy new taxes, bad crops 
would be reason for their repeal, and the revenue, like 
the crops, would vary with natural laws. Then to 
apply taxes varying year by year according to the fruit- 
fulness of the seasons to the reduction of the currency, 
cannot be considered either expedient or effectual. 
Moreover, taxation has been increased by a notification 
issued last November. Does * T.W.* not know this ? 
Local taxation, which formerly was limited to one-fifth 
of the land tax, is now one-third. This is not a very 
great increase, still in many ken the people seem to 
suffer from the additional burden put upon them. How, 
then, can further taxation be borne? We think * T.W.' 
well knew the impossibility of new taxes, but, imable to 
discover any other remedy, he seems to have tried to 
mislead, for he proceeds ta say there would be a little 
popular opposition to the measure at first, but ere long 
its opponents would feel that the reduction of paper is 
for their own benefit; and that, for the majority of 
them, it would, as was the case in Eussia after the 
Crimean war, prove really advantageous. Fearing he 
may be mistaken in regard to the willingness of the 
people to bear aJditional taxes, he refers to Russia as 
an example. This is rash. Our countrymen have no 
participation in the political rights of this country, and 
the writer's attempt to arouse their patriotic spirit will 
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not succeed. Is the writer able to convince the people 
that additional taxes will be faithfully applied to the 
reduction of the currency ? He is not. Does he not 
know that our government is not constitutional ? In 
other words, does he especially refer to Eussia after the 
Crimean war knowing our government to be an absolute 
government ? The writer does not, we regret, under- • 
stand the real spirit of our people. [Note. — The ob- Obscurity of 
Bcurity of these passages is not due to translation. The ^^^^ passages, 
same ambiguity and irrelevancy attach to the original, 
which is almost unintelligible to the Japanese reader. 
Translator] 

* T.W.' then asserts that increased taxes would Taxation must 
necessarily compel the idle to work, and their industrious J^ "P^*i ^o 
spirit woidd be strengthened, thus giving expression to *'^*^'** 
a mistaken notion that fresh taxes will not only reduce 
the amount of paper money but confer an immeasurable 
benefit upon the country. We do not know upon what 
class * T.W.' intends to levy new taxes, but judging from 
bis allusion to the crops as supplying the means, we 
take it the farmers are to be taxed. Does ' T.W.', then 
place Japanese farmers on a level with roving tribes, or 
witli the Hindoos who prefer ease to the neglect of 
husbandry? The case is essentially different. The Japanese 
burden upon Japanese farmers is not lighter as com- ^armors sustain 
pared with farmers in Europe and America, but rather tj^n^^^^i^'*^*^*^ 
heavier. They have been just released from the suffer- American"or 
ing they sustained under the feudal system ; even under English c<m/r^rc» 
that condition the agricultural resources of the country 
are so developed that little remains to be done in that 
direction consequent upon the. natural industrious habits 
of the people. Therefore it is necessary for the benefit Their burdens 
of the country to lighten the burden upon the farmers sj^ouid be 
and improve their position, and eventually apply capital ^«^^^®<l- 
and labour to manufactures and industries. Instead, 
however, of advocating measures of this importance, 
* T.W.* wishes to force heavier burdens upon the agri- 
cultural class to stimulate their industry ; advice equiva- 
lent to that which recommends the oppression of a 
tyrannical government as a means to develope the spirit 
of the people. In such reasoning few thinkmg men will 
agree. 

Another remedy suggested by *T.W.' for the res- principle of 'T. 
toration of the value of currency is the encouragement w.'s'argumentf 
0f production. Priyat^ euterpriw andiadiyidual ww*^*^***^ 
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tlon are indispensable to extricate tlie nation from its 
difficulties, and for this purpose good laws impartially 
administered are necessary. Arguments of this charac- 
ter are undeniable in support of the policy of developed 
industry, but when applied to the restoration of currency 
we ^ may doubt their expediency. "We, however, may 
take the writer to mean this : — If the production of the 
country be promoted its wealth will increase and 
sufficient gold and silver will be paid into the treasury 
to transform the currency from inconvertible to ex- 
changeable. But, as a matter of fact, the first and 
direct object is the promotion of production ; the 
secondary and indirect ol)jcct l)eing the restoration of 
cm'rency to its normal value, and this must be borne in 
mind in the subsequent comments we have to make. 
Injurious After matm*e and deliberate reflection upon the 

teudence of subject of our productions and industries since the 
to industriea?^ restoration, we find that every company or manufactory 
deserving of notice in any way has been furnished with 
capital by the government, or it has been protected from 
all competition, or been endowed with special privileges 
by the same power. The consequence has been that 
any undertaking of private x>ersons has been materially 
injured fi'om its inception by the all-powerful influence 
and sustained opposition of protected companies, so 
much discouragement being caused thereby that private 
enterprise has been virtually extinguished. Examples 
of this are numerous; and especially in those cases 
where the government themselves have engaged in 
business the injury has been still more serious, because 
those officials in charge of the business, forgetting their 
true object, and desirous to display zeal in the service 
of the government, have acted with marked success in 
the furtherance of an apparent policy to overthrow all 
private undertakings. Knowledge of these things, no 
doubt, led * T.W.' to allude to the mistake of govem- 
Governmenfc ment trading. Since last year the government have 
now convinced been convinced of the folly of official trading ; and they 
of their error, ^^vo openly announced their desire to dispose of aU 
government industries to those desirous of acquiring 
them ; therefore, with the exception of a few railways, 
and direct exportation companies, there is no under- 
taking specially protected at present. The new depart- 
ment of agriculture and commerce is the outcome of 
goyerniaeut conyiotion tbat official trading and iat^^ 
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ference with private trade should bo abolished ; and that 
general encouragement and protection should be accord- 
ed to production. Time sufficient to prove the value of 
this policy has not elapsed ; but judging from what we 
know of the department, its system, and the notifications 
emanating from it, the object plainly is to promote 
production and foster industry by good and impartial 
laws. 

This being the case, the second remedy suggested 
by * T.W.' had been adopted before his allusion to it ; 
but we remain unable to see what direct effect it will 
have upon the development of production ; or how, 
indirectly, it can affect the currency : and fear the time 
is far distant when the latter object will be attained by 
these means. 

* T.W.* then adverts to improved means of trans- improved 
port as the third remedy for the currency, and says that transport is bat 
to prepare good roads for this purpose is most important, ^oMouraffSff 
the chief point being to construct them in such a man- prodaction. 
ner that traffic should be quick and easy ; and that the 
most necessary are short lines from the interior to 
ports on the coast. Now this plan relates to increased 
production also, but its connection with currency is 
exceedingly remote. The present government have long Efforts of gov- 
been engaged in converting steep, uneven, and winding ernment in this 
roads into level Hues, constructing bridges and doing ^«<5tion. 
other things to improve transportation by land ; while 
at the sea side they have built ports, lighthouses, &c. 
Nothing that would facilitate transportation has escaped 
the attention of the government ; and internal improve- 
ments innumerable have been carried out at the expense 
of the treasury, the local taxes, or of private subscribers. 
Among other efforts in this direction the industrial loan 
is being employed in extending railways and construc- 
ting harbours, on the completion of which our means of 
transport will be improved. The advice, therefore, is Advico 
not necessary, for our government may be said to have »ttp«^ttoiia. 
made great efforts in this direction long before * T.W.'s * 
letter was written. Does * T.W.' mean that railways 
should be constructed from the interior to the coast, and 
not mere ordinary roads ? Of the value of railways our 
countrymen are well aware ; a great railway company, 
the Nippon Tetsudo Kwaisha, is already estabUshed, and 
we are informed of another to be called the Hokorika 
Xetsudo KwAislia^ a private enterprise, but time. mu|9| 
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elapse before the works even approach completion. 
Moreover, the construction of great railways means the 
conversion of movable into fixed capital, a part of which 
flies to foreign countries for material. Then also rail- 
way extension means a change in the politico-economical 
poUcy of the nation. What will be that change ? Is 
there no fear that measures for encouraging production 
may lead to the decline of production ; and the policy 
which aims at the restoration of tiie value of the 
national currency tend to create still greater deprecia- 
tion? 
Besnlt of aa The result of our examination is this. The first of 

CTaminatio n of the measures proposed by * T.W.,' namely, increased 
^•{^^y^**^**" taxation, cannot be adopted without adding to the 
existing burdens of the people. The second measure, 
development of production, is not calculated to yield 
any immediate benefit. And the third measure, the 
construction of roads, does not promise any directly 
beneficial result. The consequence is that none of 
* T.W.'s ' plans can be regarded as effective remedies for 
currency depreciation, although suited to the condition 
of the country itself: while the value of the suggestions 
is still smaller from the fact that the government had 
adopted them before the letter was written, and had 
proclaimed increased taxation in the form of higher 
local taxes and enhanced duty on sake, the sale of all 
ofificially conducted industries, the withdrawal of all 
official interference with trade, and the resolve to enforce 
strict encomy in the administration, by which means 
10,000,000 yen yearly is to be saved and applied to the 
reduction of paper. Unfortunately there is nothing 
beyond the mere declaration that the 10,000,000 will be 
applied in reducing currency : the method of reduction 
is not stated, and we are left in ignorance as to whether 
the surplus is actively used in reducing paper, or merely 
accumulated in the treasury as part of the reserve fund. 
We only know that depreciation has not stopped ; the 
rise of prices is extraordinary and continuous ; as a 
matter of fact the expenditure of the government in- 
creases in the ratio of prices, compelling the application 
of the 10,000,000 yen to cover the deficiency of revenue. 
Financial difficulties grow with rapidity ; improvement 
comes very slowly. We do not like to censure the gov- 
ernment for their inability to apply the 10,000,000 of 
(b9 p(tf«Mied Burplufl to tb9 redaotion of omrraoTi 
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Should tiiey use money for that purpose the enlarged 
expenditure can only be met by further issues of 
inconvertible paper to the same extent. No additional 
mischief may result, but the position of the currency is 
hopeless. Becourse must be had to other remedies ; but Beoonne most 
what are they? There is one which, to our great grief, ^ ^. *^ ^^^ 
we are prevented from adopting by the action of'®"* ®** 
foreigners who ardently adhere to their self-interest. 
This measure is increased taxation and encouragement 
of production and industries. We do not mean increased Higlier onitoms 
taxes on the farmers, but higher customs duties. The duties, 
customs returns show that in the last half-year of 1879 
import duties amounted to 861,241 yen, and in the first 
half-year of 1880 they were 850,578 yen, a total of 
1,711,809 yen. This sum is on a scale of 6 per cent- 
fixed by treaty, and if the duties were levied according 
to the old treaty, that is at 20 per cent., the sum would 
be 6,847,236 yen. This amount applied in reduction of 
currency would have considerable effect ; but nothing 
can be done in this way until foreign governments agree 
to revise the treaties. 

We mean by encouragement of production and Foreign capital 
industries the introduction of foreign capital into Japan. ^^^ H 
We treated this question a few years ago, but the time *^^^'*^^- 
being then unripe for such a scheme public opinion was 
against us, and we were unable to see any prospect of 
the realization of our projects. Now, however, to our 
great surprise, we have a writer of the same opinion on 
this point. He holds it to be mistaken policy not to 
permit the utilization of abundant foreign capital in 
Japan. That is our opinion also, though we differ with 
* T.W.' in parts, one of which is his apparent omission 
to consider treaty revision. If we introduce foreign 
capital under the present treaties we fear much mischief 
will arise before any benefit is experienced. Therefore, 
if * T.W.' is sincere in his intentions to give our people 
the benefit of foreign capital, why does he not ardently 
enter upon a discussion to show the necessity of trea^ 
revision, first of all pointing out its expediency to his 
own government ? If existing treaties are revised foreign How tbia ia to 
capital will flow in, and taxation can be increased ; and be done, 
if then the currency is not restored we will humbly 
follow * T.W.'s ' directions : but while the present 
treaties remain in force it may be reasonably said that 
the impossibiUty of restoring the value of oar corrency 
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is the eonsequenoe of the action of foreigners. Does 
* T.W.' not know this ? If he knows it but i^ores its 
force, we may call him nnkind, which we regret to do. 

At all events *T.W.' has accurately stated the 
circumstances of our country, and his comments upon 
existing abuses are very near to the truth ; though it 
cannot be said that the remedies he proposes are 
Belaidve pod- perfect. For example, he says what the people might 
mentMd^^^'le ^^ ^^^ themselves they are not inclined to do for the 
^^^ ®* government which they regard rather as servants regard 
a master than as a family regards its chief, that their 
patriotism does not lead them to consider the affairs of 
the government as their own affairs, and they view the 
present financial crisis as something above or beyond 
their concern except as sufferers. On these points there 
is no doubt *T.WJ rightly comprehends the feelings of 
our people. But why does he ignore the causes which 
have brought about this condition of the people ? We 
assert that one great cause of the difficulty in which the 
government are now placed is the absence in the people 
of that patriotism which leads them to regard the affairs 
of the government as their own affairs : and if this be 
admitted a plan for removing the popular apathy must 
be sought before seeking other remedies for the disease. 
If this cause be removed every symptom of the disease 
will disappear, and a cure will be effected. Why does 
not * T.W.' suggest an expedient calculated to remove 
this cause ? We much regret to find he does not. Alas ! 
*T.W.', thinks that this want of patriotism among 
our people is the consequence t)f the present system of 
Wfcepe people government. In those countries where the people are 
excluded fnMii excluded from poUtical rights it is not strange to see 
thOTe kfiawaye *^®^ display a want of interest, an apathy, towards their 
apathy. government. All people living under absolute govern- 

ments are in the same state as the Japanese are this 
day. Therefore, if * T.W.' is earnest and sincere, let 
him impress upon our government the expediency of 
granting to the people their just poUtical rights, and 
upon his own government the necessity for revision of 
the treaties. If he does this we will willingly follow 
him ; but now, in a letter which is partly ri^t, partly 
wrong, and imperfect as a whole, he fails to confer any 
benefit on this country. 

" Our duty has compelled us to make these com- 
ments on * T.W.'s ' letter ; and we conclude by thanking 
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him for his sincerity and the regard be evinces towards 
our country." 



Jwpan Gazette, July 14, 1881. 

We have followed with unusual interest our contem- Comments of the 
porary's comments on " T.W/s " letter in The Economist ^«^«^ ^^tioM° 
of April 23rd. There is an earnestness of tone and for r^rMenS. 
evident soundness of purpose in the criticisms of the tative govern- 
Ifichi Nichi Shinbun, which command respect and f^^^^j^^^^J^^^^j^^ 
deserve the most impartial consideration. The conclud- from^he Nichi 
ing paragraph is an appeal that cannot pass unheeded. Nichi Shinhun, 
Japanese Uttle know the deep feeling of sympathy 
entertained by all foreigners who govern themselves 
towards the educated classes of this country, who are 
denied the exercise of the most elementary political 
rights. Men who belong to constitutional nations 
regard their political franchise as a possession without 
which all freedom of action and thought would be at 
an end, and life no longer worth living ; and they look 
on with feelings of infinite regret that the government 
of this country, however able they are as an adminis- 
trative and executive body, have not yet discovered that 
their truest strength, and surest remedy for all diflBcul- 
ties, lies in a council of the people ; those responsible 
men whose labour is the foundation and support of the 
empire. When M. Valouieff, on behalf of the late Czar 
of Eussia, propounded certain questions to the Eussian 
nobles with a view to obtaining their advice and 
assistance in the extrication of the empire from the 
diflBculties in which it was involved, the nobles, with 
true dignity, replied, that they could only consent to 
act or advise by and with the authority of a national 
representative assembly chosen from all classes and 
from all parts of the empire. This excellent advice was 
unheeded, and what is the consequence ? Disguise the 
fact as we may it stands before the world in all its 
hideous nakedness. Autocracy still reigns, but over 
what ? A poverty-stricken and oppressed people ; over 
anarchy and murder: the throne tottering; the very 
empire verging upon destruction. Had the advice been 
taken, and the insidious council disregarded of those 
whose only argument against national representation is 
the monstrous theory, self-contradictory, that the people 
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ftre not fitted to represent themselves^ the splendonr of 
the absolute rule of the Eomanoflfs, sadly tarnished now, 
"wopld have given place to the substantial fabric of a 
constitution resting upon the love of the people. Those 
concessions which could have been voluntarily, grace- 
fully, and gradually made years ago must now be made 
perforce to appease the Demon of Discord to whom a 
burdened people are compelled to turn for relief as to 
their only friend. 

Let us not be misunderstood, 
absolute and personal government 
nihilism. A plague on all their houses, we cry ; but no 
man who has the least self-respect can ever tolerate 
the government of the few who have, metaphorically 
speaking, seized or usurped the power which they 
employ to prevent the great body of the people from 
exercising their undeniable right of national represen- 
tation. 



While we condemn 
do not advocate 



we 



'T.W.' reply. 



Errora in in- 
ference of the 
Nichi Nichi 
Shinbun, 



Letters criti- 
cised were 
written lost 
year. 



Position of 
affairs then. 



Object of the 
letters. 



To THE comments of the Nichi Nichi Sliinhun, con- 
tained in the preceding pages, ' T.W,' thus replied :-r- 

Nichi Nichi Shinhiin, August S, 1881, 

To the editor of the Nichi Nichi SJiinbun. 

Sir : — I have read with much interest the remarks 
you have recently published upon one of my letters to 
the London Economist^ and am induced by your wish to 
have the discussion continued, and by your courteous 
manner, to ask you now to allow me to point out certain 
errors into which you have been led by the date of the 
republication of my letters in Japan. 

First. — These letters were written last year, about 
the time when the government tried to check the depre- 
ciation of kinsatsu by selling silver from its reserves, 
and before it was known that this imprudent policy had 
been abandoned. 

Second. — They were written long before it was deter- 
mined to discontinue commercial and industrial enter- 
prise on government account, and before the bureau of 
agriculture and commerce was established. 

Third. — They were not intended for publication in 
Japan, nor for the purpose of criticising the government 
or of offering advice to the people of this' country ; but 
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only to furnish foreign capitalists with information 
which might be useful in case the new loan, then 
spoken of, should be put on the market. 

If you will consider these facts you will see that 
some of your remarks, implying that my suggestions 
were untimely, superfluous, or officious, are not quite just. 

This explanation being personal, is of little conse- 
quence to your readers ; but it is necessary to make 
in order that such value as my views may be thought 
to possess should not bo diminished by erroneous ideas 
respecting their purpose or date. 

1. — ^You say that government expenditures for the CoBnection 
promotion of trade and production had no connection ^^^^ f^J' 
with the depreciation of the currency. But if you will penditure and 
reflect that these expenditures assisted to exhaust the depreciation of 
treasury, and caused some millions of kinsatsu to be ^® currency, 
put into circulation, you will see that they could not tradiD^r^ 
have been without influence. 

If this method of wasting the revenue on unprofitable 
or injurious trading or manufacturing establishments, 
or in assisting a few favoured individuals at the public 
cost, has now really been abandoned, the people of 
Japan are much to be congratulated. 

There are certain things even of a commercial nature 
which can be better and more advantageously done by 
the government than by private persons ; but the num- 
ber of such things is very hmited, and the limit can not 
be passed, even in Japan, without direct wrong to the 
people. 

2. — With regard to a foreign loan you seem to over- The objects for 
look the fact that I deprecated such a remedy for the T^^^^^ foreiga 
currency difficulty, maintaining that an existing debt to ^mend^ 
the Japanese people such as the paper currency repre- 
sents, was preferable to a debt to foreigners. But as to 
a foreign loan for useful public works, the construction 
of which by means of native capital only is hardly 
possible, the case is entirely different, and with your 
permission I will make this clear in another letter. 
Meantime, as you say that the idea of such a loan has 
been considered and renounced, I will only remark that 
in my opinion, such a decision is unfortunate for the 
people of this country, who appear to be greatly in need 
of facihties which certain public works would give them 
yet quite unable to supply the oapital requirea for suol) 
irorks. 
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If a loan is 
impracticable 
taxation ia 
inevitable. 



No prospect of 
more economical 
administration. 



Cost of army 
and navy and 
departments. 



In any case in- 
creased taxation 
is unayoidable. 



8. — ^Yon agree with me that the right remedy for the 
defects of the currency is to increase the metallic reserve. 
But you object to having that reserve increased by 
means of additional taxation. How, then, is it to be 
increased? If the government may not trade nor 
manufacture, it must either borrow or tax. But borrow- 
ing from foreigners being objectionable, while borrowing 
from Japanese is apparently impracticable, the only 
remaining resource is taxation. You will no doubt 
insist that economy in expenditure and larger customs 
duties will allow of some accumulation in the treasury. 

But as to the former the budget shows that there is 
no prospect of any economy. The estimated expenditure 
just balances the revenue, yen 69,933,507 on one side, 
and yen 59,933,507 on the other. And though some 
saving may be effected under the head of " Creation of 
Industries etc.'* through the new poUcy you mention, yet 
in the other items there is a natural and steady growth 
which will more than absorb all such savings. 

The last budget shows that the sum of yen 46,102,818 
was required last year for the army, the navy and the 
pay of government oflScials throughout the empire. 
This is nearly 80 per cent, of the whole annual expen- 
diture. Economies in other items would, therefore, be 
of little avail if this item is to increase! Yet it is quite 
clear that it does increase and that it must continue to 
do so. The government is obliged to maintain its forces 
and its officers. It can not safely reduce them. What 
a popular government might do in this way to save 
expense, a despotic government dare not do. For if it 
be not always alert and ready it risks such a fate as 
recently befell the empire in France. But government 
employes require food and clothing like other men, 
and when the price of everything is rising, their pay 
and the materials which government needs, must rise 
also. Such being the case increase in this large item 
is inevitable, reduction quite impossible. 

Now if expenditure steadily advances and revenue 
stands still, the one will soon be far behind the other. 
It seems necessary, therefore, to advance the revenue 
also, and under present arrangements this can only be 
done by increasing some kind of taxation. You advise 
augmenting the customs duties. I have no objection to 
IJiat plan, and I emphatically den^ that foreigners 
Drevent ^our govenimeiit from 94optmg it. Fewper* 
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sons know this question better than I do, and I say 
that there are hardly any intelligent foreigners in Japan 
who are not entirely willing that the tariflf should be 
revised and the import duties increased. It is true that 
foreigners who have expatriated themselves to do busi- 
ness in Japan ; who have planted here costly establish- 
ments ; and who have to pay the people attached to 
those establishments, are naturally opposed to any 
measures calculated to reduce or to destroy their busi- 
ness. But very few of them have any objections against 
such an increase of duties as will leave the volume of 
trade imhindered. For they know perfectly well that 
the importer only pays such taxes temporarily, and 
finally recovers them from the consumer. The only 
real interest that foreigners have in the matter is that 
trade should go on. But this is equally the interest 
bi the Japanese people (who want foreign trade in order 
to sell their own surplus products) and of the govern- 
ment, which should desire to encourage that trade in 
order to derive the greatest possible revenue from it. 
"Whenever the question is approached in this spirit 
it will be found that the foreign opposition which you 
speak of is far from being formidable. 

As you call upon me to exert myself to have the Increased 
treaties revised, I may say that I have for many years customadatiesiii 
maintained that the Japanese government is f tdly *y ™ ^^^j^^^ 
entitled to increase the customs duties, and that my own 
government recognizes this right. Nor do I believe 
thit any foreign government seriously opposes its exer- 
cise. Unhappily, however, Japan has coupled this 
matter of tariff revision with other matters which are 
much less easy of adjustment. Had this mistake not 
been made you might have had a tariff to your liking 
years ago, without any difficulty whatever. 

But even if the government should collect four times The mazimaoi 
the present customs duties, as you propose, the yield, i^creaae of 
upon the existing volume of trade, would be only about '®^®"'*®' 
yen 10,000,000 a year, or yen 7,500,000 more than is 
now collected. 

Such a sum as this would do so little towards im- increase of 
proving the currency that it is far more likely to be revenue likely 
applied to the growing expenditure I have mentioned. ^^® S^wimr*^ 
If my opinion were asked I should say it was quite expenStupe/ 
certain to be used for the latter purpose only and not 
lot the former* In ftny qasei what are higher duties 
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Whatever the 
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increased taxa- 
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increased with 
least hardship P 



Land tax. 

This is a fit 
source of 
revenue by 
taxation. 



and it may be 
increased. 



What tho land 



on imported goods but new taxes on the Japanese 
consumer ? 

It is evident therefore that, whatever the method, 
the result is increased taxation of the Japanese 
people. 

4. — This brings us to the question, how can taxation 
be increased with the least hardship and the utmost 
benefit to the people. Your say increase customs duties 
and other indirect taxes. I say you can not greatly 
increase customs duties without destroying the trade 
which yields them and uselessly irritating those who 
depend on that trade. As to other indirect taxes, the 
budget values them all together at about yen 8,000,000 
(post oflBce omitted) ; of which about yen 6,000,000 is 
upon sake and other liquors. This is but a small sum, 
but probably no addition could be made to these taxes 
without exciting popular commotion. 

The only other taxes are the land taxes. 

Let us consider then if they can be augmented. 
' In your remarks you attribute to me the view that 
taxation in Japan had reached its maximum, and upon 
this error of your own you found a charge of inconsis- 
tency against me. But I did not say and do not believe 
that taxation has reached its maximum in Japan. 
What I said was that taxation was less easy for the 
present government than for its predecessors, but that 
recent good crops tended to reduce the difficulty. I 
cannot discover anything irrational in thus connecting 
taxes, which yield the national revenue, with crops, 
which compose the national wealth. They are closely 
connected in every country, and it would be very 
strange, and very dangerous, if they were independent 
if each other in Japan. 

It is no doubt true that taxation is less willingly 
borne when the people are imrepresented in the govern- 
ment, and I heartily sympathise with your reasoning on 
this point. But that is not the present question. That 
question is only, can the existing government augment 
taxation without oppressing the people and endangering 
its own power. It seems to me that this question can 
be answered affirmatively, and I will proceed to state 
my reasons for thinking so. 

The national land tax being 2^ per cent, on the 
value of all land, and the provincial tax, which was 
formerl7 1 per cent.| being now about ^ per oe&t«i th« 
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total land tax is about S^^ per cent, on the value. This 
is not a high rate of taxation in a country where much 
heavier taxes formerly prevailed; where the total of 
other taxes is small (less than one fifth of the whole 
revenue) ; where the yield of land is unusually great ; 
and where the average rate of profit (as the average 
rate of interest shows) is very high. Nor do I find 
anything in your articles to convict me of error in this 
respect or to lead me to doubt a considerably larger 
amount might be gathered from the land tax without 
serious difficulty. 

I favour the augmentation of this tax for the reason Eoasons why 
that it is the surest, simplest, and most equitable form ^Ij^^n^^^*^® 
of taxation which can be devised. It is sure because ferenc©\o oSier 
land is a fixed thing. It is simple because owners of things. 
land can be easily found and the value of land easily 
ascertained. It is equitable because every one is taxed 
in proportion to the extent or value of the land he 
occupies or which supports him. Those who hire land 
from others pay their tax in the form of rent to the land 
owner who pays the government. Even the beggar who 
lives on the public road pays part of this tax in the 
price of his foot!. No one wholly escapes. The rich or 
luxurious man occupying extensive or valuable ground 
pays a large sum. The poor man pays but a little. 
But every one contributes according to his wealth. 
There is no other tax so equitable, provided it be fairly 
levied according to the value of the land. 

You intimate, however, as regards this tax, the Treatment of 
farmers are unjustly treated. "WTiat I hear on all sides farmers, 
is that, in general, farmers have been very fortunate of 
late, first in gathering largo crops and second in getting 
high prices. If that be so they ought to bear cheerfully 
their full share of the taxes necessary to the govern- 
ment. But it is possible that what you suggest has 
some foundation in fact. 

For, according to the budget, rice land, arable land, Apparent 
and rural building land, pay 40,336,927 out of the ^°^«ality of 
41,901,441 yen of total land tax, while city lands pay **^*^^°- 
only 804,594 yen, or less than 2 per cent, of the whole. 
This sum capitalized at the rate of 3.7 per cent, would 
give a total of less than 22 millions of yen as the value 
of all the urban lands in Japan, which is certainly a 
very small sum. I should suppose that the land of 
either Tokio or Osaka alone would be worth more than 
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^en 22 millions. It may be therefore that a fall and 
impartial valuation of town lands would add very 
considerably to the product of the national land tax 
without troubling the fanners. But on this matter 
I can not of course form any accurate judgment, 
and should like to see it fully discussed in your 
journal. 

6. — ^You do me much injustice in supposing that I 
meant to disparage the farmers of Japan, or to compare 
them with " roving tribes." No one admires the beauty 
of their fields of the careful excellence of their culture 
more than I do. But I find it impossible to agree with 
you that " the agricultural resources of Japan are so 
developed that httle remains to be done." 

It is the judgment of every observer who has written 
on this subject that agricultural production in Japan 
might easily be augmented very largely, and when I 
read that only about one seventh of the soil is cultivated, 
I must conclude that these observers are correct. What 
I myself see is that, with a particularly fertile country 
yielding many exceptionally valuable products, the 86 
millions of people in Japan have less than yen 80 mil- 
lions of surplus products each year to sell to foreigners, 
whereas the cold northern country of Sweden (including 
Norway) with a population of only 6 millions, exports 
annually nearly 90 millions of yen in value. That is to 
say, the surplus products of fertile Japan amount to less 
than one yen per year for each individual, while the 
surplus products per year of sterile Sweden amount to 
15 yen for each individual. These figures speak for 
themselves and prove to me that the industrial develop- 
ment of Japan is very incomplete and that it might be 
stimulated with advantage. 

It may be interesting in this connection to lay before 
your readers the following comparisons, drawn from 
official statistics for the year 1876. 

Bedaced to Silver yen or 
Dollars. 

r-' ' '-^ -^ 

Population. Exports. Imports. 

Japan 33,623,379 27,711,527 23.964,678 

Sweden and Norway ... 6,351,402 88,101,000 117,883,000 

Netherlands 3,924,792 197,800,000 266,000,000 

Belgium 5,336,185 213,009,000 290,000,000 
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Ik will be observed that all these European countries "IdverM 
enjoy what is called in Japan an " adverse balance of ^^^ ^' 
trade," but there is no sign of any of them being ruined ®' 
by it. On the contrary, up to late dates, they were all 
remarkably prosperous countries, and very weU satisfied 
with the condition of their trade. 

Now there are only two or three ways by which a The gtimnlanta 
government can effectively stimulate the industry of the ^?^^f^'J^^^' 
people. One is to provide facilities for transportation p^^ation. Ho- 
of products to market. Another is to bestow honours nours for those 
and distinctions on those who excel in industry. A third y^ho excel in 
is to apply the spur of taxation. And this last is the ^^^toxat^n. 
most efficient of all. For the people may lazily neglect 
to use the roads provided, and they may be indifferent to 
rank and rewards, but they cannot disregard the collect- 
or of taxes. If, for example, the owners of the land now 
lying uncultivated all over Japan were compelled to pay 
taxes on those lands under penalty of having them sold 
to others, do you suppose they would let them lie 
unproductive as at present ? 

As my letter is so long, I can but touch on this 
topic, but I think you will see that it offers a vast field 
for investigation. 

6.— You rightly imply that to increase the efficiency. Capital ig aa 
that is, the productiveness of labour, an increase of ^^^^J^l^^ 
capital is necessary. Nothing is more true, than that the carpenter, 
capital is as essential to labour as tools are to a 
carpenter. Neither can accomplish much without the 
other. And it is evident enough that capital available 
for the assistance of industry is scarce in Japan. If it 
were abundant we should not see so many proposers of 
new undertakings running first to the government for 
the money required to begin them. It is clear that 
those gentlemen, who must know very well the true 
state of things, believe that the only enterprising 
capitalist in the country is the Okurasho. Now, as the 
Okurasho has resolved hereafter to devote its funds 
exclusively to government affairs, capital for such 
private business must be sought elsewhere. Where is. 
it to be obtained ? Those' " patriots " who now wish to 
drive foreign capital away from Japan, instead of 
encouraging it to come and to remain here, ought to 
furnish an answer to this question. 

7. — But increased production will be of little avail Increased pro- 
to Japan without increased facilities of transportation d^^ction of i^*^ 
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to ready markets. Yon eaj that this remedy is bein^t 
applied and I admit that through the establishment of 
the Mitsu Bishi Company (which has done great service 
to the trade of Japan, besides having saved the govern- 
ment during the Satsuma rebellion) and through the 
construction of railways and other roads something is 
being done in this direction. Still, this work goes on 
very slowly, and it also requires a good deal of capital. 
I read that the people are being urged to supply the 
capital needed for it, but it seems very doubtful if they 
can do so without withdrawing from ordinary industry 
the capital equally needed in that department. And it 
appears to me that it would be infinitely better for the 
country if all the roads, like the telegraphs and post 
office, were made, maintained, and controlled by the 
government. 

8. — I have endeavoured in the foregoing remarks to 
respond in some measure to your call for suggestions as 
to means of removing popular apathy in Japan, and 
shall feel pleased if you find what I have written of any 
value in that way. I think that exertion is the only true, 
remedy for apathy, and that industrial apathy is a 
greater evil just now in Japan than political apathy. 
The present system of government seems, on the whole, 
to suit the Japanese people, and I think any great 
change, imder existing circumstances, might yield more 
evils than advantages. At all events it would be pre- 
sumptuous in me to oflfer any advice in that matter. 
You are yourseK of the liberal party. Yet you evidently 
fear that railways and other measures for the increase 
of production and trade,, may involve some political 
changes and troubles. I do not in the least share your 
apprehensions ; but that you can entertain such apprehen- 
sions is a reason why I should not complicate clear and 
simple propositions about industrial affairs with difficult 
discussions about political matters. My conviction is 
that if the Japanese people will attend for the present 
carefully and wisely to the former, their political needs 
will in due time be happily adjusted, 



I am, Sir, 



Very respectfully yours, 



T. W- 



Yokohama, July 1881. 
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CHAPTEE VII. 

This chapter will contain a few occasional articles 
treating of some of the more prominent expedients had 
recourse to to stimulate the currency, and restore a 
portion of its value. None of the schemes here dealt 
-with have had the effect they were supposed to exert ; 
and may now be regarded virtually as failures. 

Specie Bonds fob Paper Currency, 
Japan Oazette, October 80, 1880. 

A notification signed by his excellency Sanjo Sane- Bonds for 
yoshi, dated October 27, 1880, has been published, currency, 
setting forth the regulations for the issue of bonds in 
return for kinsatsu. 

The substance of this notification is : — 

1. — Government bonds, repayable in gold or silver issued at par. 
at the option of the issuers, will be granted on applica- 
tion in exchange for kinsatsu at par. 

2. — The amounts of the bonds will be 50, 100 and Value. 
600 yen ; and the holders' names will be registered. 

8. — Any person can procure these bonds except No foreigner 
foreigners. c**! ^old them. 

4. — Kinsatsu received for these bonds will be des- Proceeds wm be 
troyed at the Okurasho in accordance with the rule. burnt. 

6. — The principal sum of the bonds will remain Redemption. 
Tinpaid for three years ; but within twelve years sub- 
sequently they will be redeemed by annual drawings in 
quantities convenient to the government. Interest at 
the rate of six per cent, per annum wiU be paid twice 
yearly, in May and November, in specie. 

The notification contains several other clauses relat- 
ing to form of appUcation, &c., &c., of no consequence 
here. 

This is another of those abortive schemes for restor- Scheme evident- 
ing the credit of government paper, so many of which ij abortive, 
have lately been tried ; and bears upon its face sufficient 
cause tor grave suspicion as to the bond fide of the 
government. In the first place, the scale of deprecia- The extent of 
tion of currency is so great, that not even the most J^liK^i^.^ 
conscientious debtor would consent to issue *bonds in^g^^^^ 
^change at par repayable within fifteen years* BondSi 
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value one thousand yen, may be taken to illustrate the 

ratio of liability the government propose to incur. An 

investor can purchase 1,000 yen kinsatsu to-day for 

$555.55. The bonds, if drawn in the third year, will 

return, in gold or silver money, 1,180 yen ; equivalent to 

a profit or bonus of $625.45, or 37.4 per cent, per 

Heritation to annum on the original outlay. This is so excellent a 

*^\h*^^^**ff ^ return that the people should rush to take advantage of 

of the nch o er. ^j^^ notification ; but to do so those who do not hold 

kinsatsu would be compelled to invest their specie in its 

purchase ; and we have no hesitation in declaring, from 

our knowledge of the opinions of the people in regard to 

this undertaking, that not one can be found to invest 

five or six hundred silver yen in hard money for the 

glittering bait held out to them. 

The financial Bad as the financial situation now is, it will be 

situation must much worse in three years, if it can drag on during the 

grow worse as interval. There are no signs of financial reform : on 

tune progresses. 77"^ V ±i -7* 9 , T, *'^*^'^*«^ *^*"**" > "" 

the contrary, the position is daily made graver by acts 

of great imprudence. What prospect, then, can be said 
to exist in three years time of even payment of interest, 
much less of principal, in specie ? What guaranty do 
the government offer of their ability to carry out the 
terms of their engagement ? The premium they offer 
would startle the most profligate and reckless borrower, 
with whom repayment is but a possibility of the remote 
and indefinite future. A specie loan may be relied 
upon ; but if so, it had far better be made now, as is 
Different results proved by contrasting the two operations. A specie 
of tiiis operation Joan of 20,000,000 dollars would enable the government 
l^n* specie ^^ ^^j^^ ^^ ^^^^^ 35,000,000 of kinsatsu, by judiciously 
conducted operations for real value. The burden to the 
nation would be about 1,200,000 dollars for interest, 
and as much as it could afford for amortization. The 
bond system would involve the nation in a liability, 
three years hence, of twenty millions of silver yen, for 
the redemption of paper which only cost the bond- 
holders some eleven millions of specie, the interest 
being the same, namely, 1,200,000 silver dollars, as in 
the previous case. The distinction between the two 
operations is, that the bond system can only redeem 
twenty millions of paper, and the loan system about 
seventy-five per cent, more, the latter putting into 
actual circulation twenty million dollars, and the former 
elev9& millionB or leesi in proportion to the purcha$c ol 
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satsn by investors or the investment of satsn by holders 
•who can do nothing else with money whieh is practi- 
cally worthless. 

No man of business can believe in the inducements The schen^ 
offered by this bond system. The government are really ?^®^J^<^ig. 
too kind; but, unfortunately, they have over-reached 
themselves for no honest person seriously intending to 
redeem his liabilities, would make so tempting and yet 
impracticable a proposal as that now put forward. The 
whole proposition sparkles, not with gold and silver in 
three years' time, but with impossibility of execution. 



The Central Bank. 
Japan Gazette^ December 3, 1881. 

The establishment of the Eengo Kiito Niadzukarisho Kecesmty of 
was generally believed to be part of an attempt to^^^t^Xwit' 
supply the treasury with the specie absolutely necessary IJ^btained! 
to prevent national discredit. The government require Object of the 
annually at least six to seven millions of silver for use ^ oombina- 
abroad ; and the incoming does not exceed two and one ^^* 
half millions derived from customs duties. That portion 
of the balance of the current cash account, erroneously 
styled " reserve fund," consisting of specie is reduced to 
a mere nominal sum ; and the fi.nance department can- 
not acquire more specie on the market by purchase, for, 
apart from the ruinous depreciation which would follow 
the appearance of the treasury as a seller of govern- 
ment paper, there are no purchasers at any rate of 
exchange for any sum beyond the amounts which daily 
change hands for the mutual convenience of traders. 

This situation has been contemplated for some years Anotherattempt 
past, and the approach of a crisis would be hailed with *?.^?^Pil^ *^® 
satisfaction as a means of reUef, and for the prospect it eurcombina- 
would hold out of the adoption of a sounder financial tion. 
1 olicy. Yet another attempt is to be made to carry out 
in a different manner the primary object of the silk 
combination, which clearly was to acquire the producers' 
property for paper currency and to convert that pro- 
perty into specie for the use either of the few mono- 
polists or of the treasury. This is a fair inference from Definition of the 
the published rules of the association, which provided ^^^ <**.«^« 
for advances in paper against silk sent in for sale ; the ^mbLaSn 
reaUsation of the specie proceeds of sales into paper | 

Digitized by LjOOQ IC 



278 OUBBENOT. 

and the payment of the balance to the producer also in 
paper, the specie itself going to the government coffers 
for export or into the pockets of the interested owners 
of the Eengo. This attempt, however, temporarily 
failed; and the project which was to provide some 
indispensable specie also came to a sudden end. The 
government, the public have been assured, had no 
connection whatever with the Eengo. It was a purely 
private and independent undertaking ; and the promoters 
only were to absorb the specie wherewith to " rig " the 
exchange market at their sovereign will and pleasure. 
How many Japanese or foreigners accepted this denial 
in the sense in which it was meant was a problem 
unanswerable, and would have remained so had not a 
new and more palpable attempt been made to attain the 
very object the Eengo failed to achieve. 
Indifference©! Whoever the financial advisers of the government 
the goTemment may be, they must be singularly blind to and indifferent 
to puUio^^^^^ ^^ public opinion ; or, perhaps, they consider their 
opinion. really shallow artifices too deep to be seen through by 

the people upon whom they are imposed. If this were 
< not the case the establishment of the new Central Bank 

(the very title is suspicious) would not have been made 
public as has been done in the JUai Nichi Shinhun, with 
those particulars of its constitution which challenge 
instant attention. This bank or financial association is 
to enjoy a capital of 20,000,000 yen, 15,000,000 of 
which is to be advanced directly by the treasury ; while 
the remaining 5,000,000 will consist of the refund of 
advances made by the government to the Specie and 
Second National banks. 
The capital wm The whole of the capital will, therefore, be govem- 
be y^^®'^^* ment money ; and the state is to become a banker. The 
kto liwmoa ^^pit^ being wholly in paper the object of the under- 
baaker. taking is not clear, for, although there are to be six 

branches (not agencies) in Yokohama, Kobe, London, 
Paris, New York, and San Francisco, it can scarcely be 
expected that remittances of paper money to any of 
these branches wiU answer the purposes of the govern- 
ment or the business of banking. There is, so the 
promoters of this affair declare, a necessity for a 
Japanese bank to assist Japanese merchants to recover 
their commercial rights ; and to assist direct exportation 
in order that the native . should earn for himself those 
|ich profits which now all fall into the handa o{ 
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foreigners, " Direct trade," a term unknown in any Direct trade, 
other country, is perfectly legitimate ; and so long as it ^^ ^^ •ffects. 
is fairly conducted no complaint will be made : on the 
contrary, no one would have demurred if the silly 
** threat " held out in the Japan Mail of shipping silk to 
Europe during the existence of the monopoly had been 
carried into effect, in which case the producers would 
have had the losses and experience, foreign countries 
the silk, and the government the specie proceeds. 
Direct trade, in essentially Japanese hands here and 
abroad, can only be carried on by means of Japanese 
banks, for foreign banks " like not the security ;" or 
they lend themselves to the plot to deprive Japanese of 
this " banking right." To supply this want, the Central Cjmnection o! 
Bank has been formed. When the price offered byg'^jj^®^^ 
foreign shippers for any description of produce is below direct trade, 
the market holders may ship on their own account, and 
receive advances (in paper) from the Central Bank on 
an invoice which takes the market price as a basis. 
The proceeds of sales will, of course, be applied to the 
draft against the shipment, and the balance will be 
accounted for here by or to the bank in Tokio. For the 
satisfaction of those who may be puzzled to understand 
how the appropriation of the proceeds by the govern- 
ment coiUd be carried on without diminishing the 
capital here in proportion, the following hypothetical 
case will serve as an illustration. B, a foreign merchant, 
offers A, a Japanese broker, $600 per bale for 100 bales 
of silk : A asks $650, which is refused. A then ships 
direct, drawing upon C, the bank, for $65,000 at 170= 
yen 110,500. The silk is sold in London for (evading 
the complication involved in a loss) say, $70,000 at 
175=122,500 yen. The treasury having appropriated 
the specie abroad at once marks off a payment of 
122,500 yen of foreign liability, and hands that 
sum to 'C, who accounts to A for 12,000 yen surplus 
proceeds. Irrespective of the price the silk may 
realise abroad the government will receive all the 
specie, which will be paid directly into their own bank ; 
and the consequence will be that little if any will return ^ 

to this country, and certainly none of it will re-enter 
circulation. The influence of this direct government The effect upon 
trading upon commerce generally will be visible in a trade, 
few months. SUk and tea are the chief products 
employed by Japanese to barter away for those imports 
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which are indispensable ; they have always maintained 
a certain saleable value. Under the new conditions, 
producers who draw through the Central Bank, instead 
of selling here or shipping direct through private hands 
with advances in specie, will find themselves deprived 
of articles which are really money and provided with a 
sham substitute which is not money : the import trade 
will suflfer accordingly: for every thousand dollars 
received by the Central Bank under these conditions, a 
diminution to the same extent will take place in impor- 
tation, until the ambitious aspirations of certain deluded 
political economists are realised in a favourable '* balance 
of trade " — all exports and no imports. 

We shall revert to this subject from time to time. 
Every thinking man must be struck with this new 
element of danger to the future of Japanese trade, and 
we mistake the government if, when the current of 
public opinion becomes known, they do not discard a 
projected undertaking which no honest man can recom- 
mend. Experience will make even fools wise ; and we 
are entirely mistaken in our estimate of Japanese 
acuteness if native merchants can be deceived by this 
seemingly specious and empirical scheme, which is one 
of a number of others which seem to be preferred to 
sound and healthy reform without regard to the inevi- 
table and disastrous consequences. 



Goyernment 
remittances to 
Europe usuaUy 
foUowed by 
decline in 
cnrrenpy. 



How no THE GOVEKNMENT SUPPLY THEIE SpECIB 

Bequibements Abroad? 

Japan Gazette^ Septerriber 10, 1881. 

People have been waiting for the government's neces- 
sary remittances to Europe to cover their expenditure 
abroad, in expectation of seeing a sudden and serious 
decline in the present nominal value of paper currency ; 
and the other day it was noticed in the journals that 
two of the principal ministers of state had visited a 
celebrated foreign financier, for the purpose of arrang- 
ing a scheme for the improvement of kinsatsu. If this 
scheme is to be carried out without a foreign loan that, 
is to say, without coin, the celebrated foreign financier 
alluded to ought to have lived eighteen hundred and 
odd years ago, during the period of miracles. If, how- 
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ever, the improvement in the condition of satsu or the 
. prevention of further depreciation, is to be, carried out 
without the aid of coin, it will have to be carried out 
by obtaining from the nation its saleable commodities 
for paper, and converting such saleable commodities 
into bullion in different parts of Europe and America ; 
which bullion will have to be sent to London to the 
agent of the government there ; in other words, bullion BuUion is to be 
will be purchased by the government for kinsatsu purchased 
in London instead of. m Yokohama. Whatever the ^KTuiTby 
process may be, we have only to regard the result, the same means, 
which is, that the government, by this means, seek to 
obtain the bullion they require in exchange for the only 
currency they can disburse — paper. Operations like 
these will not only be unjust to the country but ruinous 
to the currency. 

People are speculating whether the action of the Action of the 
Specie Bank in April and May last was due to the Specie Bank, 
advice of the celebrated foreign financier. The action 
of the Specie Bank now alluded to, and which we have 
learned from public rumour, was to send emissaries into 
the principal silk districts, to offer advances of money 
in paper to assist silk traders to a larger capital than 
they originally possessed for the production of silk and 
the purchase of cocoons. It is said that a very large 
number of Japanese reelers in the interior jumped at 
the offer, especially as the amount of interest was put 
at a very low rate, say about one half per cent, per 
month. Now it is well known that Japanese of all Japanese are 
classes are very ready borrowers, and it is not to be ^®«^y borrowers, 
wondered at that offers of money at a low rate of 
interest should be eagerly accepted. But, after the 
loans had been accepted, came certain conditions Conditions of 
attached to the promissory notes or receipts ; and *^® ^^*^"s- 
among these conditions, they say, are some very 
stringent clauses imposed upon the borrower ; such as, 
first, that all silk produced must be sent abroad on 
account of the producer through some of the recently 
established direct-trading companies or sho-kuai ; that 
the proceeds, deducting charges, would have to be paid 
over to the government agent in London, and that the 
producer here would be credited in account with the 
result of the sale, in paper currency. Second, that 
uj)on the recognized shipment abroad of the produce, a 
further advance would be made of 80 per cent, of its 



Digitized by LjOOQ IC 



fisa 



OUBSSMOt* 



Interference o! 
the conditions 
vith indepen- 
dent action. 



This method 
of procuring 
specie is not 
new. 



value, also in paper. Thus the producer and borrower 
is bound to ship all he produces through the medium of 
the lender or his agents, until the original loan is 
recovered by the Specie Bank through the instalments 
of 20 per cent, on the value of each shipment ; or by a 
balance of return from the selling markets. By the 
stipulation of the Specie Bank that the produce must be 
sent through one of the established trading companies, 
and not through any of the native merchants of Yoko- 
hama, it is to be presumed that the Specie Bank desires 
its lien upon all produce shall be entrusted to Japanese 
agents residing abroad, and not to foreign firms of 
standing or reputation. Thus, the trading companies 
are not allowed to be independent merchants acting in 
accordance with their judgment for the benefit of their 
constituents, but all their operations seem to be con- 
trolled by the government, possibly in order to force 
shipments into the hands of the government's special 
agents, who are attached as commercial branches to the 
Specie Bank ; or to one or two of their foreign favourites 
who are frequently allowed to send forward quantities of 
silk on Japanese account. Whether these measures are 
taken for the purpose of securing its lien, or to disguise 
the real character of the transactions, is a subject for 
speculation. 

This method of laying down money in London is but 
a variation of the process which was exposed some four 
years ago. Then, according to H. E. Okuma's own 
avowal, to avoid di*awing upon the " reserve fund," rice 
was purchased in the interior and shipped on govern- 
ment account for conversion into bullion to be used in 
London for government purposes. These transactions 
were tnen on government account solely ; and the gov- 
ernment then formed the only direct-trading company 
of Japan : an attitude which gave rise to so much 
adverse criticism that the policy was abandoned, 
to be recommenced in this new and disguised form. 
To-day, the government do not appear to be directly 
interested in any of the produce forwarded, and 
are in a position to say to the world, — " Our people 
want to trade in this manner, and. we are simply 
assisting them." They do not add that which appears 
to be the truth, namely, — " We have tempted the people 
to accept our money at a low interest, with subsequent 
conditions so onerous that in a short time they must be 
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impoverished for our gain, or for our immediate credit.",! 

It is almost unnecessary to remind foreign readers These transao- 
that transactions of this kind are radically uusound in ^^ ^[^JS^ 
principle, and disastrous in their consequences. Many j^ prin^e^and 
of our Japanese friends do not, however, recognize the diaastarouB in 
danger of continuing this commercial policy, and we consequences, 
may therefore point out to them that exports which 
yield no returns, either in money or commodities, must 
drain the nation of its resources and rob the labourer 
to enable the government to purchase bullion in London 
for their requirements with kinsat^u at a better rate 
than they can in Japan by the same means. If the 
government were to attempt to purchase bullion in the 
open ports for remittance to London, the large quanti- 
ties required would cause the value of their paper to 
speedily fall below 200, without, be it understood, in 
any way increasing the quantity in circulation under 
.their present arrangements. The people, therefore, are 
deceived with regard to the value of the paper for the 
time, by this trick or scheme to obtain bullion abroad 
by disguised means, which would be readily seen 
through if the people would only reflect upon what must 
be the consequence of a continuation of such transac- 
tions ; and upon the fact that they are parting with the 
fruits of their industry for nothing beyond government 
notes which are absolutely irredeemable. 



As THE value of fiat paper must in a large measure 
depend upon the metallic reserve at its back, reference is 
here made to an episode in the history of Japanese cur- 
rency. In August 1879, H. E. Okuma, the then finance 
minister, issued private invitations to a few resident 
merchants and bankers to visit the finance department, 
and in the course of that visit opportunity was found to 
show boxes, &c., said to contain specie of the value of 
20,000,000 yen, whUe statements were made to the 
effect that above 10,000,000 more was lying in the mint 
at Osaka. Members of the press were not invited on this 
occasion, consequently all the statements subsequently 
published were made on purely hearsay evidence* 
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The Metallic Eeserye. 
Japan Gazette, September 13, 1879. 

In response to a courteous invitation issued by his 
excellency the finance minister, a select^ party of 
foreign merchants paid a visit to the Insetsu-Idoku on 
Saturday, the 30th August. During the visit the work- 
ing of the department was explained and much valuable 
information in relation to the system of control of the 
national finances was given by his excellency and the 
officers of the Okurasho. The party subsequently pro- 
ceeded to the treasury vaults where they were shown 
several boxes containing gold and silver yen, after which 
they were entertained at luncheon by his excellency 
Okuma. 

We should not have ventured to do more than record 
an act of polite hospitality on the part of a distinguished 
member of the imperial government, had not a Japanese 
organ sought to invest it with an official character ; but 
as we are told by the Japan Mail that notwithstanding 
the entertainment provided by Mr. Okuma was an act of 
unofficial courtesy, and ostensibly of a private nature, 
** it has since been understood that the information 
" acquired was for communication without breach of 
" confidence ; in fact, it can hardly be doubted it was the 
" express wish of the finance minister that the personal 
" observations of his guests should be made public," we 
may approach the subject without hesitation, sur- 
mising that all the statements made by our contem- 
poraries are based upon nothing more trustworthy 
than hearsay, for no member of the foreign press was 
invited to be present. 

The easy confidence with which the Japan Mail 
jumps to conclusions concerning the amount of specie 
contained in the treasury, is not, unhappily, felt by 
large majorities of the native and foreign communities. 
If a minister of the high rank of his excellency Okuma 
omits, innocently or from design, to declare, for the 
information of his colleagues and the nation, the 
quantity of metallic reserve in his hands when the 
annual financial statements are published, we, in 
common with all those who have formed an accurate 
estimate of the dignity of a finance minister's office, 
find^it impossible to belieye that bis exoellenoy ooold 
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stoop to so questionable a measure as to endeavour to ^ 
persuade others to publish their belief in the existence 
of that which he himself has persistently declined or 
neglected to declare, though urgent and frequent appeals 
have been made to him to do so. It is, however, 20,000,000 in 
evident that several foreign merchants were invited jq o^oo'more 
with some ulterior motive, and the Japan Mail uses this ^j.' oaaka ; 
circumstance as an excuse for stating that the treasury further quan- 
contains twenty million yen; that at Osaka there are l^^^^s in *he 
ten millions more, and at the government mines in the "^ ®"^'' 
interior there is a further quantity of specie. ** The The MaU's com-* 
" metaUic reserve, therefore, held by the finance depart- "^^^ t^m^^ 
" ment on the 80th August was, in round figures, of the 
" value of thirty millions of yen. Such a statement is 
" highly satisfactory and wiU command credence with- 
"out the knowledge that several foreigners had the 
" opportunity of seeing some of the boxes in which the 
" treasure was packed." May we ask who vouches for What support is 
this "semi-official " statement? Does the finance ^^^^*^^j^ 
minister, or do the gentlemen whom he invited : or do pj^of wq^ed.^ 
any of them possess the courage of their opinions in 
sufficient degree to come forward and satisfy the public 
upon those points which chiefly interest them, namely, 
that the specie seen really amounted to 20,000,000 yen ; 
that satisfactory proof of the possession of 10,000,000 
more was afiorded them, and the nature of that proof; 
that the money was a surplus or reserve fund 
and not a mere balance of a cash account; and, 
finally, that this specie belonged wholly to the govern- 
ment. 

So much stress has been laid upon the care bestowed The annual 
upon the preparation of the financial statements that financial state- 
when these documents are published we are bound to "*®'^*®' 
receive them with respect and treat them with proper 
consideration. The laudatory commendations of the 
foreign system of account keeping adopted by the 
Okurasho have -never been indulged in by us simply 
because, as accounts, the budgets grow each year more 
uninteUigible owing to the existence of a species of 
** suspense " account described as the reserve fund. Of The elastic 
the elastic nature of this remarkable account our readers ^^^"^ ^*5* 
can judge for themselves after glancing at the few '®'®^® ™*^- 
figures following. In the financial statement published 
on the 20th April, 1875, the reserve fund is given in 
minute detail and the total is set out as 22,074,866 jen^ 
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inclusive of 9,000,000 yen appropriated from the year's 
income. For the fiscal year ending June, 1876, there is 
the published statement of actual income and expen- 
diture which must form the starting point in any 
examination of the reserve fund. It is there set out 
that in the beginning of the year (July 1st, 1875), the 
reserve fund was 24,416,257 yen, or about 2,350,000 
yen more than the estimate quoted above. To attempt 
to ascertain from what sources the increase sprung 
would be time wasted, because the finance minister 
declared the accurate sum to be 28,351,415 yen at the 
Sudden increase end of the year. The estimates for 1877 show a sudden 
in the sum of increase to 39,031,538, accounted for to Mr. Mounsey 
by the Okura-kio announcing the discovery of discre- 
pancies of nearly 11,000,000 yen in previous accounts. 
In 1878 the reserve fund had grown to 51,266,981 yen 
** by the transfer thereto of the revenues of the eighth 
(1875) and previous years," and on the 1st July, 1879, 
the amount was 50,898,871 yen : all these figures are 
exclusive of capital laid out on government trading 
undertakings, and advances made to the Mitsu Bishi 
Company and others. There is, therefore, an increase 
between July 1st, 1876, and 1879, a period of three 
years, of no less a sum than 22,557,455 yen equivalent 
to a mean annual saving of 7,500,000 yen or one- 
seventh of the gross income, a wonderful result when 
we consider the events of 1877, and the pathetic appeals 
of the minister to his colleagues to practice the strictest 
economy. Of this large increase we submit, with great 
deference, the system of book-keeping ought to but does 
not afford any sufficient explanation. It cannot be 
ascribed to surplus revenue because the balances of 1876 
and 1877 have been applied towards the redemption of 
paper money, as explained in the last budget, so that 
there is positively nothing to support the figures which 
represent the reserve fund. It is a mysterious account 
which defies all investigation. The estimates are 
evidently carefully drawn up, and the actual results of 
1875, the year of largest income, show that no material 
saving can be effected (the surplus of that year was 
279,434 yen) by means of which the reserve fund can 
be added to. The question of what the reserve fund 
reaUy amounts to and how it is made up is one that the 
finance minister alone can explain — ^his published state* 
pxents throw no light whatever upon it. 



Explanations 
of this large 
increase are 
necessazy. 
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Beverting to the visit of foreign residents to the The object of 
InseUnrkioku the finance minister's object was, ap- ^^^j^Jl^^J^ 
parently, to lead the public to believe the metallic J^^ ^l^lio to 
reserves to be equal to sixty per cent, of this inexplicable believe specie 
"reserve fund." "Whatever opinion may have been '^^^^^^^ P®* 
formed as to the actual existence of this sum in specie li^^^e fund." 
it was not, and could not possibly be verified by the 
visitors ; consequently the assertions made by the Japan 
Mail, which ventures to speak positively upon a matter 
regarding which the finance minister himself is silent, 
are at least premature and untenable. Let us examine Evidence 
the matter a little more carefully than our contemporary Btax)ngly op. 
has done, and for that purpose be content to quote from ^^^^*^ 
its own columns. Mr. Mayet's paper on the national 
debt contains a vast amount of information compiled 
from sources which must have been satisfactory, or so 
keen a statistician as he is would not have relied upon 
them. After exhaustively treating the subject of money 
he deals with specie. The additions printed in italics 
are our own. 

Total coinage of gold and silver to 30t.h 

June, 1878 78,813,837 yen. 

Coined for year ending SOth June, say ... 4,000,000 „ 

82,613,837 yen. 

Exported 1872 to 30th June, 

1878 43,876,110 

Exported for year ending dOth 

June,lS79 8,261,151(«>) 

Industrial purposes & losses. 3,000,000 55,137,261 „ 

Balance 27,676,576 yen. 

The position, according to Mr. Mayet, was that in Mr. Mayet, after 
June last year tiiere was a balance of 82,000,000 yen in ^T ^'"^ 
coin. The continuation of his figures proves the present ^i^^s^roecie 
position to be 4,261,151 yen worse. That Mr. Mayet*s in circulation to 
figures are to be relied upon we have partly our own be within 
belief, and partly the declaration of our contemporary 12,000,000 yen. 
to the following effect, — " Here are the opinions of no 
" mere shallow doctrinaire, but the deliberate conclu- 



(30) These figures represent the balance, or the gross sum of 
precious metala exported minus the amount imported. 
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'^Bions of a mathematican, a student and a pbilo- 
" sopher." The " deliberate conclusion " of Mr. Mayet 
was that the *' precious metals are mostly treasured and 
" looked up by prudent people, and so far withdrawn 
"from circulation. I scarcely believe there are in 
" circulation twelve millions of precious metals, both 
" large and small coin included.'* 
The weight of There is little to be gained in following this subject, 

the^oondu^ona ^^® weight of evidence is against the existence of a 
adduced there- reserve fund much larger than one-half that stated, and 
from, very heavily against the existence of thirty millions of 

specie in the treasury coffers. With these figures before 
the people it is but reasonable to ask wherefore this 
roundabout and underhanded attempt to influence the 
ignorant ? Is it impossible to state an account which 
shall, from its clearness and accuracy, and not by its 
obscurity and intricacies, defy while it challenges 
criticism ? Is the task of explaining how much has 
been received and how much has been expended, 
and the verification of the balance by comparison 
with the money actually in the possession of the Okura- 
Uoy too difficult for the accomplished staff of that 
department upon whom Mr. Hennessy bestowed such 
lavish praise ? We ask these questions in the interest 
of the finance minister whose reputation is involved in 
their solution. The fanciful difficulty of correct book- 
keeping affords no justification for all this mystery and 
concealment, elements which point conclusively to the 
existence of a stem necessity for a strict audit of the 
nation's accounts, to be made by competent persons 
who shall be so far actually satisfied with the result of 
their practical investigation as to be in a position to 
declare it to the world, and to answer any question 
which bears upon the matter. This, and not the asser- 
tions of gentlemen who have had the doubtful privilege 
of seeing " some of the boxes in which the treasure was 
packed," is the remedy his excellency .the finance 
minister should apply to the doubts and fears which fix 
the utmost limit of available specie in the hands of the 
imperial government at six million three hundred 
thousand yen, a small portion of which belongs to one 
or more of the banks. 
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Currency Exchange. 
Japan Gazette , March 11 , 1882. 

Fluctuations in kinsatsu are almost as frequent and Flucinations; 
severe as they were during the period immediately *^®^^ v^f ^h* 
preceding the inauguration of the first of the many a™er"f the so' 
empirical schemes which have been organized and called remedies, 
carried out for their improvement ; that is, just before 
the notification by which two of the foreign bankers, to 
accommodate the Japanese government, levied a tax on 
all foreign exchanges by declaring their intention 
thenceforward to accept a Japanese silver unit coin, 
known to be at a discount in all parts of the world, at 
par with the universally accepted Mexican dollar. The 
vast stores of silver yen the government were to dis- 
burse, provided they could do so without loss, led to a 
belief, earnestly deprecated at the time, that Japanese 
surplus paper would be withdrawn ; and that the 
currency as a consequence would be raised to par. 
Speculators operated on the strength of promises which 
had no foundation • either real or implied, and lost 
heavily, for the rate for currency sprung to 109, to 
decline, in less than fifteen days thereafter, to 125, and 
from that time by slow but sure gi-adations to its 
present discount. Of the other measures which have 
been tried ; of schemes abortive in their conception, or 
injurious in their dishonest working,, there have been so 
many that reference to them separately is impossible. 
They may all be grouped as financial blunders discre- 
ditable to every person; native or foreigner, concerned 
in their origination and application. 

"What is the nature of the latest scheme which has Advances in 
had the effect of reducing the discount on currency by P«P«"^ ^^^ 
5 per cent, during the last two or three days; and J^p^y^"^®^^^^ 
which has gradually raised it from 172 to 175 in the used as a means 
beginning of the year to 157^ on the 8th instant, is ^o^ forcing 
matter of curious speculation. Moderate quantities of ^^^^^^^j^^g 
silk have been bought lately and a round sum of specie ^^^^ *^°^* 
has passed from foreigners to Japanese dealers. The 
latter were, however, under advances to the silk combi- 
nation made duiing the evil days of the Eengo Kiito 
Niadzukarisho ; and those advances have to be repaid 
out of the proceeds of the first sales so far as they will 
go. The advances were made in paper, the rate for 
which in September and October last was 173 to 175 ; 
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An illustration 
of the loss 
caused by paper 
adyancfis and 
specie repay- 
ments. 



Interest is not 
the sole con- 
sideration for 
advances. 



and it is, of course, optional for the borrowers to repay 
in paper, or to hand over the specie proceeds at the 
rate of the day. The improvement in exchange places 
the debtors in an awkward position, as may be seen by 
taking a sum of 1,000,000 yen advanced in September 
last. Silk has been held on a downward market, and is 
now being realised, under pressure of the lenders, at 
prices fuUy 10 per cent, less than those obtainable six 
months ago. Thus the owner of 1,000 piculs of silk 
worth $600,000 in September, compelled by the action 
of the Eengo Kiito Niadzukarisho to abstain from 
selling to foreigners unless imder the rules of that 
combination which foreigners resolutely declined to 
submit to, was obliged to borrow from one of the 
banks (?) ; the Specie Bank having taken a prominent 
part in these transactions, and the Specie Bank being, 
as every one knows, a government institution. The 
advance of 1,000,000 yen was worth when made 571,000 
in silver; the interest being at the rate of 15 per cent. 
per annum. Forced now to realise his silk and repay 
the advances, the holder has first to sacrifice $60,000 at 
least for decline in price ; secondly, to refund 1,075,000 
yen at 158. This he cannot do, for the specie required 
to purchase the paper is $680,000, instead of about 
$615,000 had the rate of exchange been left without 
interference. He therefore loses by the transaction 
$140,000, or at the rate of the day 221,200 yen 
currency ; the difference between the sum for which he 
could have sold his silk six months previously, and the 
price at which it was sold, with the interest and 
difference of exchange, but without charges for storage, 
&c., all of which are extra. 

All this may seem beside the question of the rise in 
the rate of exchange ; yet in reahty it is most intimately 
connected with it. How would the lenders profit if it 
were not for a little difference in exchange ? Interest, 
per 86, high as it is, is not the consideration for such 
loans as these ; and by adroitly entering the market, 
where there is not one hundred thousand silver coins to 
be had at any rate of exchange in the way of legitimate 
business, the borrowers can confidently say to the 
lenders ; — * Dear sirs, you have the option of repaying 
our advances in currency, or specie at the rate of the 
day. We far prefer currency, of course ; but we wUl 
take foreigners' doUarSi at a price. Do as you think fit. 
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There is no compulsion whatever, only you must do one 
or the other.' And it is obvious in either case the 
specie will pass into the haUjds of the bankers, and from 
thence by natural transition into the treasury, from 
whence it will surely be exported, 

■ It is an admitted fact that silk worth fully five Effect of these 
million dollars and saleable therefor, lay in stock at the transactions is 
end of October, the bulk of which has since been ^^^°f ^^^® 
shipped. Originally the owners of this commodity had modities to' 
the means ef instantly realising it for money ; but they purchasers for 
preferred to follow evil advice and hold it, in spite of ^' currency 
the warnings that direct shipments which were threa- ^* 
tened, advances in paper, and other expedients adopted 
by the native financial institutions to relieve the pres- 
sure for want of money, could only end in transferring 
the real wealth from the lawful owners to other hands, 
without any adequate consideration. Now, we can see 
how far these warnings have been fulfilled, by the 
relative change of positions. The foreigner has got the 
silk ; the bankers and the treasury have appropriated 
the specie ; and the producer has had a quantity of 
inconvertible notes which he most probably turned into 
the imports he much wanted at 175, though they are 
now equal nominally to 158 for 100 silver, yet absolute- 
ly unsaleable at any such figure ; and a fund of 
experience which no doubt will make him a wiser and a 
sadder man. But in the meantime, he is minus his 
silk, and ^therefore so much the poorer. 



The Cukrency Juggle. 

Japan Gazette, March 85, 1882. 

In our issue of llth instant we quoted the official Deceptive 
returns to show that the ambition of Japanese students c^^*^*®' of <'he 
of political economy to secure a " favourable balance of ^^h^g^^*^* 
trade" is being fast realised, exports approaching 
imports in value, and bidding fair to far exceed them in 
the present year. In the meantime, the drain of 
treasure continues ; and the country is eleven millions 
of dollars poorer in this respect than it was eighteen 
months ago. The revenue is nominally equal to the 
eiq)enditure ; actually, the depreciation of the currency, 
of which it almost solely consiatBi is supposed to havo 
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Fluctuations 
tend to prove 
that the a*edit 
of the govern- 
ment has Idi- 
proved by 15 
per cent, in 69 
day! 



How it is 
brought about. 



Mch. 



Feb. 
Jan. 



brought about a deficit of Bomethinglike 20,000,000 yen; 
nevertheless all expenses are paid, surplus paper is 
withdrawn from circulation, the " reserve fund *' grows 
larger, and, judging by the financial statements, the 
prosperity of the government is more marked than ever 
before. The currency itself reflects the national 
prosperity, and has improved in value, the record of 
its fluctuations presenting the following remarkable 
picture :- 

■'■ 24. 154 

21. 148 

15. 157 

13. 161 

4. 162 

4. 165 

21. 171 

The range within two months being 23 per cent, in 
currency discount, and 16 per cent, in premium on 
silver. 

These fluctuations show, that in spite of the export 
of gold and silver to satisfy government requirements, of 
the losses inflicted upon the merchants by the action of 
the Eengo Kiito Niadzukarisho, of the stagnation of trade, 
of fresh issues of paper to defray the grave deficit in the 
revenue, or for the purchase of commodities for export 
on government account or otherwise in such manner as 
will prevent the return of the specie proceeds to this 
country, the credit of the government has improved so 
much that the debt for paper worth 88,000,000 in specie 
in January was, on the 21st instant, worth 101,000,000, 
or about 15 per cent, increase in the short space of 59 
days ! The question is, how is it done ? 

When the government began to dabble in rice ship- 
ments, to buy rice with money from the ** reserve fund " 
and ship it for realisation abroad in order to obtain 
specie, it was obvious that a continuation of the practice 
would involve the country in innumerable difliculties. 
This was plainly pointed out by this journal ; and the 
probability of government interference with other com- 
modities was foretold. Of the adventures in tea and 
silk the public have ample knowledge. Of what is being 
done now, and is likely to be done untU the people are 
aroused to a sense of their danger, is very freely 
discussed. The general belief, which we should like to 
]i)e in a position to oontradicti is that the goyenimenti 
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unable to obtain specie, their needs for which are 

imperative, on the market in exchange for paper, have 

been forced to resort to the three-cornered system of 

either buying commodities direct, or making advances 

in paper through the national banks on the security 

of commodities. "When this produce is realised either 

here or abroad there is a certain sum of specie at the 

disposal of the treasury, for the borrowers have nothing 

wherewith to liquidate the advances but the proceeds of 

their goods which the banks, the nominal lenders, are 

good enough to say will be accepted in repayment of 

their loans " at the rate of the day." This rate is then The joggle to 

assessed, we conscientiously believe entirely ^*bo^t ^J^*'^^^ 

tiie knowledge of the government, by a process ^eU ^^*^"**** 

known to stock-brokers, and the unsuspecting debtor is 

" bubbled " to the extent of the difference. If a silk 

dealer, or a number of them, with say one million 

dollars in hand, and under advances to the extent of 

1,500,000 yen, had the courage to enter the market and 

offer their specie to the highest bidder, what would be 

the result ? The banks are bound to purchase ; their 

existence, in fact, depends upon their so doing ; and as 

considerable individual competition would arise, tha 

rate would be determined by the longest purse. Who 

possesses that purse, it is not necessary to say ; past 

events have sufficiently indicated it. 

Under these circumstances the mere possibility of Apprehensiona 
the formation of a new bank in which the government excited l>y 
are, according to reports which are permitted to cir- ^^"^ fonna- 
culate without authoritative contradiction, to have an govenuneiit 
interest, is regarded with serious apprehension by all oank. 
those who have understanding. The announcement 
that loans are to be made at a maximum rate of 10 per 
cent, is a fresh signal for alarm, because it is indirectly 
a threat of further spoliation. Why? Because tiie 
ruling rate of interest being- very much higher than 10 
per cent., ignorant people will be induced to borrow 
upon their coming crops of exportable produce, the 
specie proceeds of which will be used to defray these 
advances in the same manner as before. If the new 
Central Bank should offer loans to tea and silk growers 
at or under 10 per cent., we are satisfied large amounts 
will be taken, if only for the purpose of repaying 
advances from private capitalists borrowed at rates 
rftDging from 24 to 40 per oent. per annum ; and similair 
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Probable dis- advances may be made upon other commodities. Thus, 
•J*^ '^^^^fc ^^ whole exportable produce of the country may be 
poU^.^'** absorbed, and to a large extent most probably will be ; 
and the former owners will have nothing to show for it 
but a quantity of inconvertible, virtually dishonoured, 
paper ; its purchasing power fast disappearing ; which 
may at any time be the cause of a panic involving the 
whole country in ruin, and turning a smiling land, 
which should be peaceful, prosperous, and contented, 
into a scene of anarchy and possible bloodshed ; for the 
world knows no more dangerous force than a wronged 
and defrauded people. 
The dangers If these transactions are carried on solely for the 

abead. benefit of the banks the effect upon the people will not 

be the less injurious ; but if there is any ground what- 
ever for the prevailing belief that the banks are but the 
tools and agents of the govefnment, then we are com- 
pelled to regard the position as fraught with peril. 
There are ikiany sagacious men in the government of 
Japan who cannot be insensible of the magnitude of the 
dangers ahead. Prudent men among the mercantile 
class of the people are already endeavouring to calculate 
the possible extent of the coming disaster, in the hope 
of saving some fragments from the wrecks of their 
fortunes. 
Tbe wamingra We repeat here, in terms that will not admit of 

^^^^▼« t^®©'^ erroneous construction, that the currency of Japan 
uttered. threatens the ruin of the people : that if the amount 

said to be in circulation is not vastly larger than it is, 
the evil could be successfully met by a single honest 
measure : that every expedient which has been tried has 
reflected disgrace upon its authors ; the reaction has 
been doubly injurious. The commerce of Japan, at a 
time when the conditions are most favourable is 
stagnant or virtually suspended, and foreigners as 
weU as natives are dragged into the vortex, and 
can be no longer silent. No trade treaties, no 
domestic legislation, no individual efforts can stem the 
torrent of depreciation, until the government, with a 
stem resolve to do their duty, meet the enemy face to 
face, and inaugurate some system which shall command 
pubUo confidence and revive belief in the national 
honesty. 



Digitized by LjOOQ IC 



BXLVBB tBK« MS 



CHAPTEE Vin. 



Tms short chapter will contain a few comments Agitation oon- 
upon the agitation which took place in the summer of ^Srory«^ 
1879 to secure the tender of the Japanese silver 
yen at par with the ordinary coin used in eastern 
commerce, the Mexican dollar. The Japanese govern- Japaaete sUver 
ment had founded a mint some years previously ; and ^™' 
notwithstanding the fact that the coins there made were 
in all respects equal to the Mexican dollar in weight and 
purity, and of infinitely superior design and finish, they 
did not meet with the approval of the Chinese, the great 
absorbers of silver in the east. Several attempts had Attempts made 
been made from time to time to induce the circulation ^^J^^^JJ* ^"*^ 
of silver yen side by side with the dollar in Japan and 
China ; but the persistent opposition of the latter coun- 
try maintained the yen at a discount ranging from ^ to 
1^ per cent. The Japanese government were led to 
believe, during the visit to Tokio of Sir John Pope 
Hennessy, governor of Hongkong, that the yen could be 
made a legal tender in that colony ; and, as a fact, the 
proposition to so legalize the yen was brought forward 
at a meeting of the Hongkong Chamber of Commerce, in HflUctaig. 
held February 24th, 1880, (^i) an animated discussion 
resulting in a proposition by Mr. Jackson, chief manager 
of the Hongkong and , Shanghai Bank Corporation, 
seconded by Mr. McEwen (Messrs. HoUiday, Wise & 
Co.) and carried against a qualifying amendment pro- 
posed by Mr. H. H. Nelson, manager of the Chartered 
Mercantile Bank of India, London and China. The 
motion, which met with one dissentient only, was as 
follows : — 

(31) See poit page 297 et ieq. . 
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The Niolatloii. 



The Moratafj 
to the odloniee 
refoeed to aot. 



In rokohamft. 



Bjtoeign 



That this chamber memorialise the goyemment to take 
action with a yiew to making Japanese yen carrent in thia 
colony. 

The hopes thus raised were not fulfilled. The secre- 
tary of state for the colonies eventually refused to sanction 
the proposed measure; and the question gradually 
Bubsidedy so far as Hongkong was concerned. In Yoko- 
hama, however, the Chamber of Commerce laid great 
stress upon the importance of the yen being accepted in 
China ; but without waiting to ascertain how far this 
measure could be carried out by representations to 
China, the foreign bankers in Yokohama took an extra- 
ordinary step. At the beginning of September 1879, 
there were only two branches of foreign banks doing busi- 
ness in Yokohama, namely, the Hongkong and Shanghai 
and the Oriental Bank Corporations, the branches or 
agencies of all others having been closed. These two 
banks, apparently acting in concert with the Japanese 
government, agreed to accept silver yen at par with the 
Mexican dollar; and the first intimation the foreign 
public received of this most important step was the 
simultaneous issue of the two notifications following : — 

NOTIPICATIOIT, No. 35. 

It is hereby notified as follows : — The Japanese Silver 

. Yen of 416 grains weight and 900 fineness will henceforth 

S?to^Mu ^ received at par wifch the Mexican Dollar by every depart- 

^^'^ ment of the Government, when tendered in payment of 

Cnstoms dnties, or on any other accoant opened or to be 

opened in Mexican Dollars. 

On and after the 19th instant, the aforesaid Yen shall, 
when tendered in payment of any sum payable in Mexican 
Dollars now dne or hereafter to beeome dne, be received by 
all Japanese snbjects, in fnll payment thereof. 

Sanjo Sakbtoshi, 
Daijo^Daijin (Prime Minider). 
12th day of the 9th month, 
12th year of Meiji. 

[September 12th. 1879.] 



Chiveminent 
notifioation 
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Japajtesb Silyib Yen. 

Oo and after the 19th instant the undersifynod Banks Banks* notiflca- 
will be prepared to accept and pay the Japanese Silver Yen tion of the same 
(weighing 416 grains and 900 touch) at par with the *^'^*''^* 
Mexican Dollar. 

In fatnro all acconnts will be kept in Dollars, Local 
Corroncy — existing obligations being mot as berotore unless 
otherwiso arranged for. 

For tho Oriental Bank Corporation, 

D. A. J. Cbombib, 
Acting Agent. 

For tho Hongkong and Shanghai 
Banking Corporation, 

A. M. TOWNSEND, 
Acting Manager, , 

Yokohama, September 13th, 1879. 

Much public discussion had ensued upon points in The effect of 
reference to tho silver yen raised at a meeting of the resolution. 
Yokohama Chamber of Commerce prior to the issue 
of these notices ; and the bankers must have been 
well aware that public opinion was opposed to the step 
about to be taken. What the resolution of the banks 
really meant may now be estimated by the fact that while, 
since September 19th, 1879, the banks have made no 
distinction between silver and Mexican dollars, those 
two coins, outside the banks, have held distinct values, 
the dollar ranging from J^ to 2 per cent, premium 
on tho yen. Foreign exchanges have been proper- Effect upon 
tionately affected; and very grave dissatisfaction has ch^ges^^ 
resulted from this novel and highly objectionable tax 
upon foreign commerce. 

Hongkong Chamber op Commerce. 

The following debate in tho Hongkong chamber of Debate in 
commerce on tho circulation of silver yen, is taken Hongkong 
from the Daily Press of Febniary 24th 1880. Mr. ^^^^^'^'^ ^^ 
William Keswick, chairman of the chamber, presided 
at the meeting. 
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Inoreasinff trade 
between Japan 
and Hongkong. 
AdyUability of 
legalising the 
yen. 



Fiotitiona 
character of 
a memorial in 
reference to the 
yen for use in 
Hongkong. 



Former reason 
for refusing to 
accept yen was 
want of con- 
fidence in the 
purity of the 
coin. 



Mr. MoEfven : — There is one subject I shonld like to men- 
tion, and that is to ask the Committee whether they have 
taken into consideration the advisability of the yon becoming 
a legal tendor in the colony. The trade between this port 
and Japan has largely increased of late and there is every 
probability of its still farther increasing. There was a 
deputation of Chinese the other day to his excellonoy the 
governor on the subject and as I see there is a Chinese 
banker present, perhaps he may have something to say on the 
subject. 

The Chairman : — I may mention the subject of the yen 
has not been broaght in any way before the Chamber. The 
committee will be very happy to consider it if it be brought 
before them, thoagh it would be desirable, itow it has boen 
mentioned by Mr. McEvven at this meeting, if the represen- 
tative of the Chinese bank will give us any information. 

Mr. Nelson : — In the absence of any communication from 
the Qovernment on the subject, the Chamber is hardly 
entitled to consider the question which is before them. I 
learn from Chinese soarces that the memorial which was 
presented the other day was got up by a gentleman rather 
well known in tho Colony, who is in the employ of the 
Japanese Qovernment, and who is more or less mixed up 
with tho opium farm and other matters in the Colony, and 
who is on very intimate and friendly terms with the head of 
the Government in Hongkong. Now, bearing in mind the 
manner in which equally spontaneous expressions of opinion 
on other matters have been utilised in the Colony, I think 
one may justly come to tho conclusion something is to be 
done in this matter, and I think, in tho ab-ience of any 
communications from the Oovornment, it is not unbeoomiug 
on tho part of tho Chamber to invite some little amount of 
confidence in the matter, suppa-iing anything is being done. 
1 suirgest tho Secretary put himself in communication with 
the Government and make an inquiry whether anything is 
boinc: done. 

Hon. P. Ryrie: — This is no now question; it has been 
discussed very fully. 

Mr. Nelson :— Not the yen ; that was tho trade dollar. 

Hon. P. llyrio: — No; there was a very long discussion on 
tho Japanese yon in this Chamber, and the opinion of the 
majority of tho members was against it, principally because 
— at least the reason assigned was tliat — this community or 
this Chamber had not sufficient confidence in the Japanese 
Government as to their kooping up tho purity of tho coin. I 
think these were the main grounds of the objection to the 
coin. I have myself had conversations on the subject with 
gentlemen who were well informed, and I have also had 
conversations on it with the late master of the Japanese Mint, 
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Major Kinder, and I believe tbafc the mosfc perfecfc and 
reliable assnrances can now^ be given by the Japanese Gov- 
ornmenfc that the parity of the coin will be kept ap. I 
certainly expected to-day there would have been a reference 
to this before the present stage of the meeting, and I was 
very glad to see Mr. MoEwen get up as he has done. I 
think it is a very fit subject for discussion at this meeting, 
and I don't think there is any necessity, before proceeding to 
discuss it, to consult the Government at all, having regard to 
what has previously occurred in this Chamber. The Govern- 
ment may have its own views; I don't know what they are; 
I only know the views of a gentleman unconnected with the 
Government. And seeing these coins are now received at Yen curculate at 
Foochow, Canton, Singapore, and Penang, I think the time Foochow, Can- 
has arrived when we may take up the question again ; and ^^* Singapore, 
perhaps, from what we may learn when we do take it up, the *^eaang. 
Chamber may arrive at a different conclusion from what it 
did on a former occasion. 

The Chairman, referring to the previous speaker's remark Manner of 
that the yen was taken at Foochow and Canton, asked circulation, 
whether he meant to say it was taken by the Government in 
payment of duty and taxes, or was it taken by traders, or by 
traders only in a limited degree, as these were two different 
things ? 

Hon. P. Ryrie said that at present his information was 
not derived from the experience of his own firm as to whether 
the yen were taken by the traders at Foochow, but his infor- 
mation stated so. That would be a question for the Chamber 
to inquire into when they took up the matter. 

Mr. Deacon said the coins were accepted in Canton. 

Mr. Arnhold said the question whether the coins wore 
accepted in the ports was a very important one, and under 
all the circumstances, as they knew negotiations between a 
part of the community and the Government had taken place, 
he thought it was very desirable they should know what was 
being done and what assurances could be given for the 
purity of the coin. 

Mr. Jackson : — I can answer the question that was put to Ten arc prefer- 
Mr. Ryrie by saying that yen are pi*eferred to anything else ro^ at Amoy 
at Amoy and Foochow. They are taken readily and in any ^^ Foochow, 
quantity. That is our experience within the last few weeks, 
and ladt year they took all the yen that wo sent up. It is 
also taken in the Straits Settlements and Penang. Within 
the last ten days the Hongkong and Siianghai Bank has 
received a telegram stating that Chinese prefer it to the 
Mexican dollar, and there the • currency is clean Mexican 
dollars, not chopped dollars. I think the experience at the and should be 
coast ports is in favour of it ; and they would prefer it if it accepted in 
were made ourreut ia Hongkong. Mr. MoBvren referr^ ^ Hongkonj, 



Digitized by LjOOQ IC 



800 



CUBBENCY. 



Importance of 
circulation to 
bankers and 
merchants. 



No doabt as to 
the reliability 
of the coin. 



Interest of 
coiners to main- 
tain the purity 
of coins. 



Former tamper- 
ing with the 
currency in 
Japan. 



tbe trade with Japan being larger than it was somo time ago, 
and I have no doabt it will go on increasing. Commnnioa- 
tion with Osaka has been opened by the Mitsu Bishi steamers 
and already direct shipments have been made on a large 
scale. Now it would be a great boon to this trade rente if 
we had the yen current here. It would facilitate merchants 
drawing against their shipments if banks knew that thoy 
could have the proceeds of their bills sent here in the event 
of their not having use for the money in Japan, and trade 
would be greatly benefited thereby. I am sure this is a very 
important question. As to the reliability of the coin. I 
think it is now beyond all doubt, no matter what the 
experience of the past may have been. Th^ Japanese are 
now possessed of one of the best mints in the world, they 
regularly send their coins for assay to the mints in Calcutta 
and San Francisco, and they have the strongest motive, that 
of self-interest, to induce them to maintain the purity of the 
coinage, as they are seeking to circulate it beyond their own 
shores. We might say, what guarantee have we with regard 
' to the Mexican dollars ? We have no guarantee under the 
sun. We know nothing about the people who manufacture 
them, but we do know this, that they have hit upon a very 
profitable industry, that the coins are always marketable 
because of their purity, and that it is therefore to their 
interest to maintain that purity. And this is plain reason. 
But I think we do the Japanese an injustice in doubting 
them on a matter of this kind. I think they would be about 
the last nation to do anything dishonourable, after pledging 
themselves to the whole world. But it may bo said thoy 
tampered with their currency before, and what guarantee 
have wo that they will not do so again ? The cases are not 
the same. The coins they tampered with wore not the silver 
yen, but the old currency of Japan, which was not intemJod 
for circulation outside their own shores, and the Government 
was then barely established. But in this matter of the silver 
yon they are not making for circulation in Japan, but are 
seeking for circulation in China and the Straits. For the 
reasons I have mentioned I think it would be a desirable 
thing to make the yen current here, and I think this 
Chamber ought to take action. — (Applause.) 

Hon. P. Ryrie : — I would like to add the remark that 
perhaps it would be better to coin our own dollars, bat as 
that seems utterly hopeless, I think we might now support 
the yen, especially after what Mr. Jackson has said. 

Mr. Nelson: — There are many things to be said 'pto and 
con, I may mention that with regard to Araoy, I have been 
informed from Amoy that the yen are only taken there when 
mixed np with other dollars. 

Mr. JaoksoD ;— That is not (he case now, 
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Mr. Nelson : — Bafc ifc is a great qacsbion as to whether Question 
the Japanese are really a nation whose history and veracifcy whether Japan 
and interest are such as that they should bo selected as the should be se- 
persons to make coins for the Chinese. It is a matter which ^o^^ ^)r^^'* 
mnst be more or less one of opinion. I hold the opinion that china, 
they are not and that it woald be a mistake for the Chamber, 
for the sake of any advantage we might get in equalising the 
exchange between Japan and this, to bind onrsclves down to 
a conrse which has to ray mind very serious objections. 

The Chairman : — There is one matter in connection with Yen cannot be 
this which might bo mentioned, and that is the likelihood of mmted without 
the Japanese continuing this coin. They cannot mint the *^^ ^ Japan, 
coin and put it in circulation without losing by it. If in 
Japan there was a large production of silver and by stamping 
it in the form of a yen and giving it currency money could 
bo made by it I think we would have every guarantee for 
the purity Mr. Jackson has mentioned, but so far as I can 
understand the question the Japanese nation is not in a 
position to obtain from Japan silver in such quantity as to 
make it a permanently paying thing to issue that silver coin, 
and if Japan has to go into other markets for silver I don't 
think it is likely the issue will be long continued. However, 
that is not a question that need affect us much in recom- 
mending the adoption of the coin. There are advantages to 
bo obtained so long as timt coin is produced, and I think the 
colony would benefit. I simply mention how it strikes me, 
that there is no guarantee for the permanency of the coining 
of the yon for the simple reason that it cannot pay the Qov- 
ernment to continue it. 

Hon. P. Ryrie : — As to the paying or nonpaying, the Loss said to 
statement that was made to mo by a gentleman connected ho recouped 
with the Japanese Mint and Finance Department was some- ^'*^'" subsidiary 
thing to this effect, that the Jai>aneae having a magnificent coiua^e^*^*^ 
mint and thoroughly competent staff in their employment, ** 

although they might lose — I don't know it as a fact that 
they do, but I take the words of the Chairman — although 
they raiglit lose on making the yen, supposing they coined 
nothing else, they can make their mint pay with smaller 
silver coinage and copper coinage, and therefore can afford 
to coin the yen on much better terms than a mint which did 
not produce those coins. 

Mr. Arnhold said it struck him that there could not be Imported silver 
a very great difference in freight, and it could not be (^ud imported 
much cheaper for the Japanese to import their silver from dollars, 
America than for us to import our Mexican dollars. There- 
foro the questlou raised by Mr. Keswick would be a very 
serious one. 

The Chairman: — I did not make the remark as an objeo- 
(ioni I simply mentioned the matter as oooarring to me, { 
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think I am right, but I ma/ be wrong. It does not, how- 
ever, make me desirous of throwing nnj obstacle in the way 
of the introduction of the yen. I think it would be an 
advantage to us. 

Mr. Jackson : — I think I can throw a little ligbt on it. 
We all know that it is only a few 'years since Japan was 
opened, and before that not a single ounce of silver was 
imported into the country. Well, how comes it that during 
the last twelve years a hundred million dollars' worth of silver 
coins have been exported from Japan — of old coin, some of 
over a hundred years ago ? I believe the mint is a very 
profitable concern, taken as a whole, and if the coins were 
made current here it would be much more so. 

Mr. Nelson said it was not accepted in Japan that there 
was a supply of silver; and the amount referred to by Mr. 
Jackson was the accumulation of centuries. 

Mr. Jackson : — I propose, — 

That this Chamber memorialize the Qovemment to take action 
with a view to making Japanese yen current in this Colony. 

I believe it would be to the very best interest of Hongkong. 
Mr. McEwen : — I beg to second that. 
Mr. Nelson : — I move an amendment — 

That the Committee of the Chamber endeavour to ascertain 
what steps, if any, have been taken by the Government with a view 
to legalizing the Japanese yen in this Colony, and what guarantees, if 
any, are offered by the Japanese Government to keep up the present 
currency to standard. 

I think before the. Chamber commits itself to such a recom- 
mendation they should bo perfectly sure of their ground and 
do it with full confidence, which 1 for one do not feel in 
reference to Japanese coinage. 

Mr. Sharp — Mr. Chairman, I think there 13 not one 
member of this Chamber, who would not gladly and heartily 
welcome the Japanese yen into the Colony if they felt they 
could rightly do so. The matter vras very fully discussed 
before and the opinions were then recorded which have been 
mentioned by the Chairman and which have been referred to 
by Mr. Ryrie. At that time — it is now some two or three 
years ago — there were not those guarantees forthcoming for 
the continued purity of the coin. Vei'y likely now the 
Japanese Oovcrnment may bo willing and able to afford to 
the Chamber, to the bankers, and to the community of 
Hongkong, such evidence as will be satisfactory and which 
will enable the Chamber to revoke its former verdict in this 
matter. I think with Mr. Nelson that the more suitable, 
the more dignified, the more proper manner would be, instead 
of hastily welcoming the yen and begging it may be poured 
into this colony, to endeavour firat to .ascertain whether the 
^apAoese Ooverameat are willing and able to afford each 
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gniankntees as will be regfarded by the bankers and merchants 
of this colony as satisfacfcory evidence of their determination 
as well as ability to continue tho genuine character of the 
coin as it undoubtedly now exists. I hope the proposer of 
the motion will not insist on a division in the matter, 
because I believe we all fool alike npon it. The Japanese 
have shown such an earnest desire to meet the wishes and 
run parallel with European civilisation in every way that 
I think they will be able to satisfy the Chamber on the 
subject as Mr. Nelson has proposed. 

Mr. Jackson : — A few words to the amendment. I can- Bequest for 
not agree with Mr. Sharp. I don't think that it would be guarantee would 
desirable to force the Japanese Government in any such way. theTaoaSeM*^ 
I think it would be almost an insult to the Government, g^^^,^^^ 
They give us the very best guarantee they possibly can, that 
is, that quantities of the coin are sent to the mint in San 
Francisco and to the Royal mint in Calcutta, either annually 
or six-monthly, for assay. I don't think it would be practi- 
cable to put the question to the Japanese in that way. They 
would say, ** What do you mean ? You insult us." I think 
we have the best guarantee we could have. 

Mr. Nelson : — Clearly the Japanese are anxious to get The anxiety to 
their currency into tho colony ; we are not particularly obtain currency 
anxious for it. They are anxious their coinage should be J? ^^ *^,^^ ^' 
accepted in British colonies. Looking at it from that point p*^5^* shoidd 
of view, I don't think there is any insult in the Government, £ave a gnaran- 
before admitting it, ascertaining the grounds they are going tee. 
on, ascertaining they are doing the proper and straight- 
forward thing, and letting tho public know, so that those 
interested may weigh it well. I think in admitting a 
currency from a country like Japan into a British colony 
there is nothing undignifiod or insulting in asking such a 
question as that contained in the amendment. 

Mr. McEwen: — I don't know whether you are aware 
that although the mint is Japanese it is worked by Europeans 
holding high positions. I don't make that remark in conse- 
quence of not having faith in the J^aneso; I merely mention 
the fact. 

Mr. Nelson :— But the employment of Europeans by the 
Japanese is not a thing that can bo counted on from month 
to month in any of their dopartmouts. I think tho experience 
of the last few months shows that. 

The chairman askod Mr. Sharp if he seconded the 
amendment. 

Mr. Sharp said he hoped Mr. Jackson would withdraw 
his motion. 

Mr. Jackson declined to do this. 

Mr. Sharp then seconded the amendment. 
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Mr. Williamson : — ^I take it that in any case, daring the 
negotiations that would take place, the information would 
come to the knowledge of the Chamber. 

Mr. Nelson: — But the resolution is that we at once 
address oarselFes to the Government asking that the coin be 
introduced. 

Mr. Williamson :— Not unconditionally. 

Hon. P. Eyrie :^The memorial might set forth that it 
had come to the knowledge of the memorialists that the 
Government of Hongkong has boon in communication with 
that of Japan on the subject, and that they hope tho Gov- 
ernment will be fully satisfied in their own minds of the 
advisability of the step from the representations they havo 
received. 
Original motion The amendment was then put to the meeting and was 
carried. voted for only by the proposer and seconder. 

The original motion was then put and earned, only one 
hand being hold up against it. 



"Views of the In Connection with the report of tho meeting the 

China Overland 

Trade Report on China Overland Trade Report made the following com- 

the legalisation 

of the yen. ments on the resolution carried thereat. 

The Hongkong Chamher of Commerce have, by a 
large majority, decided to memorialise the Government 
to take action with a view to making Japanese yen 
current in this Colony. In our last issue we published 
the translation of a petition signed by some two hun- 
dred Chinese merchants and others to a similar effect. 
It is obvious, therefore, that a strong desire prevails in 
the Colony to have the products of the Osaka Mint made 
The discQsfiion a legal tender to replace the old Mexican dollar. The 
appe^B to have discussion ou the question at the meeting of the Hong- 
been hurne . -^^^^ Chamber on Monday appears to us, however, to 
have heen somewhat hurried, and it is to be hoped the 
decision arrived at was not too hasty. That it is 
desirable to have the yen legalised, if we cannot have a 
British dollar coined for the use of Her Majesty's 
Colonies in the Far East, we beheve, but it should not 
be forgotten that the legalisation of the yen will preclude 
any likelihood of a coinage being ever established here. 
Contingency of Moreover, we cannot be blind to the contingent possibi- 
ahort supply, lity^ go clearly pointed out by the Hon. W. Keswick and 
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emphasized by Mr. Nelson, of the supply of yen not 
proving a permalient one. Japan not being a great Japan mnet 
silver producing country will have to purchase the {^^!^^fa^|i^^y 
bullion, and there is some question as to whether the ^JJ^^j^ so P 
profit on the subsidiary coinage will continue to pay for 
the expense of ninning the Mint. Japan is very anxious 
to get her currency into Hongkong, and rightly so, nor 
can there be any objection to the yen, which is a vastly 
superior coin to the Mexican dollar. The only questions Questions are— 
that occur to us are these— Will the Chinese at all the ^eept ye"nTand 
treaty ports accept them at par, and is the supply of ig the supply 
the coin certain to continue ? We do not doubt the certain to 
bond fide of the Japanese Government in the least : they continue? 
have given such repeated proofs of their earnest desire, 
as Mr. Granville Sharp aptly put it, to run parallel 
with European civilisation and to earn a reputation for 
national integrity that they may be relied upon to main- 
tain the purity of the coins. But it is just possible that Coinajfe may be 
a day may come when they will deem it advisable to discontinued, 
discontinue the coinage of these yen. Of course it may 
be argued, in reply to this objection, that the Colony 
would then be in the same position it is at the present 
moment. And, on the whole, it is probable that the 
immediate advantages will outweigh other prospective 
and speculative ones that suggest themselves in connec- 
tion with the proposed but apparently unobtainable 
British dollar. Now that direct and regular steam 
communication has been established by the Mitsu Bishi 
Steam Ship Company between Hongkong and Osaka, ' 
the great commercial city of Japan, followed by a new 
development of trade, it is more desirable than ever 
that the yen should be admitted as current here, and if 
made so will prove a great convenience to those engaged 
in the increasing trade between Hongkong and Japan. 
The legalisation of the yen in the Colony is, after the Legralisation 
resolution passed by the Chamber of Commerce, only a ^^^y * question 
question of time, as there is every reason to believe that ^ ^^^' 
Governor Hennessy is highly favourable to such a 
proposition. We only hope that in the event of the yen 
being made current in Hongkong it will prove beneficial 
alike to the colony and to Japan and serve to promote 
the growth of the commercial intercourse b^ween them. 
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Foreign press Thb articles following will explain the views taken 
"^P*"- by the press of the action of the two chambers of 

commerce, and of the banks here. 

Japanese Coinage for China, 
Japan Gazett£y July 26, 1879. 

LaTjye reserves Mr. Watson betrayed no confidence in saying, at the 
aWe ifTh*^*! ' °^®®*'*^S ^^ *^® chamber of commerce on the 8th instant, 
yen be mado ^^' ^^^^ ^^^ specio reserve of the government amounted to 
current. between five and six millions of yen. The reticence of 

'the finance minister on this point has been so extraor- 
dinary, and has provoked so much adverse comment, 
that it is by no means improbable this indirect course 
has been adopted to convey to the public the fact that the 
treasury does contain some specie, but we doubt if five 
to six millions can be styled *' large reserves of silver 
yen " in face of the fact that the sura represents but three 
to four per cent, of the total admitted liability on notes 
for 155,000,000 of gold yen. The calculations upon which 
we have hitherto relied have pointed to a belief in the 
possibility of the specie reserve being ten millions ; it is 
now said by a gentleman to whom the fact has been 
declared, that the limit is six millions, and still " the 
treasury is not almost emptied of specie." 
The yen are We are wholly unable to follow Mr. Watson through 

current as silver. ]^[^ argument or expression of opinion. That a reserve 
of silver yen can actually lie useless in the state coffers 
is a contradiction in terms, because the coins are current 
as silver, and can be used for all the purposes for which 
silver is available. What does this reserve consist of? 
Of the old yen, trade dollars, or new yen ? There is a 
reputed difference in standard between all these coins, 
but all of them, equally with the Mexican dollar, are 
current as silver at its intrinsic value. 
Chinese prejn- There can be no object in disguising the truth, how- 

dices againit ^y^j. disagreeable it may be, and we are obliged to say 
coin. *1^® Chinese and other people will not accept the seal 

or stamp of the Japanese mint as a guarantee of value ; 
it is not sufficient security : and even if the legislative 
council of Victoria should decree the coinage of this 
country to be a legal tender there still traders would not 
accept it, for years to come if ever, except in comparison 
with the known standard of the dollar, and again, like 
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the dollar, it would be instantly reduced by the furnace 
to shoes of sycee. Whatever the action of Hongkong SUver, not coin, 
may be in this matter it is quite certain that it can j^ required in 
have no influence upon the Chinese of the coast and ^^"^* 
inland markets. The Hongkong mint which had at its 
command influences that Japan cannot have, did not 
answer the purpose of its promoters. If Japanese yen 
are sent to the west coast, or to Amoy or Foochow or 
Formosa or to Canton, the value will simply be the 
weight and fineness of the silver, minus the cost of 
melting it into sycee. The charges incurred in Japan Mintage feea 
for mintage will be wasted. How Japan is to profit we ^^ wasted, 
do not know. The value of a ** legalized circulation *' 
in Hongkong is a mere triviality ; and we look upon the 
whole theory of Mr. Watson as delusive. He is arguing 
in a vicious circle. The real question at issue is not The real ques- 
whether Japan shall provide a coinage for China, but ^^9^ *^ ^*»"® '^ 
what she can coin for her own needs. If the gross ^in*f^er own 
reserve of 6,000,000 should consist of new silver yen it needs ? 
could have been put into circulation at about one per 
cent, discount with dollars, the loss being only 60,000 
yen ; or, better still, the treasury could have bought up 
and withdrawn a liability of 8,197,200 gold yen for their 
6,000,000 of silver.(^^) Are these evidences •of an em- 
barrassing position in consequence of the uselessness of 
the metallic reserve ? Wo think not, but Mr. Watson 
says the government " were only too eager to apply for 
" remedial purposes large reserves of silver yen actually 
" lying useless in their hands from the fact of the coin 
'* not being current though it is of identical fineness 
*' with the Mexican dollar and of incomparably higher 
'* finish and greater regularity of touch. 

A few more words are to be said about the impor- Result of the 
tance of the yen being made cmrent in Ilongkoug. ^®°fi^*^^"^ '""*'•• 
The mint established there some years ago turned out a 
large coinage of Hongkong dollars. That coinage has Coins aUremelt- 
practically disappeared, for it exists no longer as a coin ^ ^^^ sycee. 
but only in sycee into which it was speedily reduced. 
It never circulated beyond Hongkong as a coin, and was 
only regarded by Chinese as so much silver of trust- 
worthy fineness, but never as a coin. 

We are all famiUar with the fable of the cat on her 
travels, and her question : — 

(82) 6,000,000 Bilrer yen at 1 per cent. di8,=»$6,9i0,000 at 89 
ptr oent. prem.«ikin«fttfu 8il87|S00f 
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" How was the first owl produced ?" 

" Prom an egg." 

"But who laid that egg?" 

" Why, an owl, to be sure." 

Befort an outlet Mr. Watson asks for an outlet for coined bullion. 

^'''''^tL'uauoa®^**^^'^^^^^. °^^^* ^® ^^^* imported, and as Japan 
tomako it must possesses nothing to exchange for it, it must be paid for 
be obtained. in bullion. In other words bullion must be imported 
and subjected to a tax for mintage into yen, to be then 
sent away and re-melted into its original state of silver 
bullion. Can Mr. Watson be serious in asserting that 
it is by such means the paper currency of Japan can be 
supported, or can he be earnest in putting forward the 
truly astounding theory that if the government had 
been in a position to " avail of the power at their 
" command paper would never have been at a greater 
" discount than ten per cent. ?" We expect an answer. 



What is meant What is the meaning of the expression *' silver yen 
by the ?j^pre8.^^ are not current " ? 

arenot^cunJent? What does the chamber of commerce mean by say- 
and, yen ought ing that Japanese yen ought to be made a legal tender 
to be made a fn China, and that such a measure is necessary to give 
lo^tonder in ^^^ency value to silver yen ? 

In answer to the first question, it would appear that 
silver yen, if of a known and reliable value in compari- 
son with the clean Mexican dollar, would always be 
current in accordance with its known value : but 
unfortunately Japan has not been steadfast in its 
original intention in the coinage of the yen. The yen 
of to-day has no fixed standard. The yen first coined 
possessed a slightly different intrinsic value to the two 
subsequent issues of the trade dollar and the new silver 
There have been yen, both the latter differing. Thus it occurs that there 
three distinct are three distinct values for Japanese silver yen. The 
isiues of yen. gj.gj. (jQinage may be supposed to be somewhat inferior 
to the recognised currency of the east — the Mexican 
dollar — the second to be slightly superior, and the third 
of a weight a trifle in excess of the first issue ; and as 
its value has already had three changes it may be 
assumed that future issues may be liable to still further 
fluctuations in value. This fact, of course, necessitates 
lihe careful inspection and shroffage of every coin wheu 
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Japanese silver yen are paid in or received as an 
equivalent of the Mexican dollar, especially as the yen 
must be looked upon as a coin subject to the possibility 
of having to be exported away from Japan. In fact, the 
foreign banks in Yokohama merely look upon the yen 
as a piece of silver in a certain form, of no more value 
than another piece of silver of equal weight and purity 
that has not undergone the expensive process of 
minting ; and they only receive it under such conditions. 
The second qtiestion is partly answered by the reply to 
the first, with this addition. In China silver coins of In China, all 
whatever mintage or country are looked upon as the«>"»»'« l<>?^.^ 
basis, of their sycee-shapeless pieces of sUver of aX^t'l^- 
certain alloy but unequal weights — each ' shoe ' of which 
has the weight and touch imprinted upon it. It matters 
little to the Chinese whence these coins come. Their 
aggregate value is decided by their result in sycee. Bar 
sUver, which has not undergone the expensive process 
of minting, is as valuable an the minted coin in accor- 
dance with its purity and weight. In China there is as and the penoni 
yet no mint, properly so-called, but the melters of silver who reduce coin* 
into sycee supplement that deficiency. It is unlikely, the place of a 
therefore, that China would send its bullion to Japan to mint in China. 
be coined into a special form and thereby increase the 
cost of its currency, or, in other words, decrease the 
value of its bullion, sycee. 

Mintage is considered a tax upon the metallic pro- Mintage is in 
ducts of a country. In Mexico mintage is enforced. '*^*'/*'^i^J^ 
All silver produced from the mines of any state in that producu of a 
republic has to be passed through the mint before country, 
leaving that state. It cannot be exported even from 
state to state legally, or without defrauding the pro- 
ducing state of its legitimate dues. The export of bar 
silver is contraband. Japan is different to Mexico. It Jap^n does not 
is not a silver producing country. It cannot keep up P^luce aUver. 
a mint without large expenses. To employ its mint it 
does not count upon the products of the country, but 
upon imported bullion from foreign countries. Its Mintage is loet 
minted coin when exported loses all the labour and ■<>.'^'* *• ^'^^ 
expenditure lavished upon it, and it appears before the ^^try^rwiMT 
world as simply so much gold or so much silver of made in. 
certain purity and weight, equal, in fact, to similar 
quantities and alloys of silver and gold in bars. It is 
hopeless to expect to recover the expenses of minting 
after the coin leaves the country in which U was minted^ 
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Enforced cur- 
rency of yen 
it a taxation of 
the currency of 
Chinft. 



The Mexican dollar is sold in Europe for so much money 
per ounce, not so much per coin. Its quality or alloy is 
recognized as it, dissimilar to the Japanese yen, has 
not fluctuated ; and its market quotation is solely for 
weight as bullion. 

A demand or proposition on the part of Japan for 
her coins to be recognized as legal tenders in China is 
tantamount to an attempt to acquu-e an interest in the 
direct taxatimi of the metallic currency of that country. 



Co56eration of 
Mr.Henneny; 



its value. 



Condasiom of 
the Tokohama 
Chamber of 
Conuneroe* 



We are not surprised to learn from Mr. Watson that 
the cooperation of Mr. Hennessy(*^) has been requested 
by the Japanese ministers, but we are surprised 
at the questionable suggestion that Sir Harry 
S. Parkes should avail of the opportunity of Mr. 
Hennessy's visit to this country to confer with him for 
the purpose of bringing about a proper understanding 
on the subject. H. B. M. minister is not likely to enter 
upon a discussion of palpable fallacies, nor is it probable 
he will advocate a measure which proposes to tax the 
commerce of Hongkong in its relation to China for the 
benefit of this country. 

With Mr. Hennessy the case is somewhat different. 
He has already given the Japanese a proof of his 
business acumen by estimating the trade of Hongkong 
at ten times its actual value and importance. He may 
recommend the government of Japan to rely upon his 
influence to make the coin of this country a legal tender 
elsewhere. The result will surely be that the govern- 
ment will find they have committed an economical error 
which will entail upon them serious loss. They will 
buy bullion, cut a portion off for the mintage fees, coin 
the remainder and put it into circulation as money, to 
discover that its value is only intrinsic and that 
estimated with due regard to the cost of again reducing 
it to bullion as soon as it is exported to China. 

The report of the tariff revision committee of the 
Chamber of Commerce is brought to a close by two 

(83) Sir John Fopo Hennessy, then Mr. Hennessy, was on a 
Tint to Japan when this article was written ; and his presence was 
^regarded by certain sections of Japanese society as a faroorable 
opportunity to secure his influence in aid of various projects, the 
enforced currency of the yen in Hongkong, of which depeoaenoy Mr« 
PeS9e«i7 was gorevnori being one. 
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paragraphs relating to currency. The first is to the 
effect ** that trade suffers severely from the amount of 
" inconvertible paper in circulation," and proposes, as a 
remedy for the disease, '' a general adjustment of the Adjuttment of 
" currency, proportioning the amount of paper to the ^^^ currency." 
" amount of coin." The committee do not, however, 
think it necessary to enlighten the foreign represen- 
tatives upon whom they cast the burden of carrying out 
the proposition, how the adjustment of paper to coin is 
to be brought about. The anxiety of the government 
about Motm is attributable solely to the impossibility 
of " adjusting " the amount of paper to coin. There Currency and 
are 165,000,000 of the former and 5,000,000 of the «>>n. 
latter, or a deficit of 150,000,000 yen, thirty millions 
sterling, to be made good before the "adjustment" 
proposed by this intelligent committee can be carried 
out. We cannot but regret their most valuable sugges- 
tion for an " adjustment " should be unaccompanied by 
other suggestions, which would at least have the merit 
of showing that the committee were not absolutely 
ignorant of the utter impracticability of their proposi- 
tion to " adjust " the paper currency. 

The second paragraph is also a recommendation to Acceptance of 
the foreign representatives that the *' silver yen should ^*J®. y^" "* 
" be recognized as on an equality with the Mexican '"*' 
" dollar, under guarantees for the maintenance of the 
"present standard and of a sufficient supply; and 
" always provided ilmt it is accepted as current in China.*' 
Here again the committee have failed in their duty. 
How is " the present standard " to bo ensured ? How is 
" a sufficient supply " to bo kept up ? 

We should have disregarded the views of the com- 
mittee on these subjects were it not that they have been 
confident enough to conclude their report with the 
following words. " They may add that they believe 
" then- suggestions embody — as far as it is possible — 
"the sentiments of at least the majority of foreign 
" residents in Yokohama." 



The Silveb Ten. 
Japan Gazette, September 19^ 1879. 

The notifications recently issued by his exeellenoy importance of 
the prime minister and the foreign banks are likely to the notifications, 
prove of greater importance than would at first a^^t 
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appear, and may have a very great influence upon 
commerce and foreign exchanges, in proportion to the 
amount of silver yen at the command of the govern- 
ment. 
Pecnliar form The form of the notification attracts attention. The 

of the notifica- minimum weight and purity of the silver coined in the 
*^' mint of Japan are 416 grains troy and 900 respectively, 

and it is, consequently, a surprise to find a government 
notification legalizing its circulation issued with a 
proviso implying a reservation on the part of the 
imperial government in connection with the acceptance 
of the very coin they have themselves issued. The 
notification reads as follows : — " The Japanese silver 
*' yen of 416 grains weight and 900 fineness will hence- 
*' forth be received at par with the Mexican dollar by 
" every department of the government, when tendered 
" in payment of customs duties, or on any other account 
What th« " opened or to be opened in Mexican dollars." The 

meiAjnir of ihe meanmg of these words is seemingly that if the yen 
qwjUgM words j^j^j^j,^^ conform to the published requirements of 
weight and purity they are a legal tender. By implica- 
tion there are coins which do not reach the standard, or 
there are spurious coins, to protect themselves against 
which the government have inserted a condition in the 
decree of legalization. How otherwise are we to construe 
a notification which relates to the reception, by govern- 
ment departments and the public, of coin issued by the 
government and guaranteed by them to be of the purity 
and weight it purports to be ? So far there has been no 
reason to question the integrity of the mint in the 
coinage of the yen, or in the weight or purity of those 
coins being below the minimum standard originally 
notified, any variation from which has invariably been 
against the mint and in favour of the coin ; but the 
tenor of the prime minister*s notification raises a 
suspicion it will be very diffictdt to allay, while the 
insertion of a very questionable saving clause may defeat 
its entire object, 
surer yen In the consideration of the proposition for a 

alwayi current Japanese coinage for China we took exception 
with^'^te^e '0 ^ remark made by Mr. Watson in the Chamber of 
value. Commerce, to the effect that silver yen were lying 

useless in the treasury because the coin was not current, 
relying upon the fact that silver yen if of a known 
and trustworthy value in comparison with the 
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clean Mexican dollar, would always be current in 
accordance with their true value. This fact is set out Thia fact only 
in express terms in the notification now issued. We ^ set out in the 
•added then that as there had already been three ''^^^^^'''°- 
coinages of unequal value it may be assumed that future 
issues will be liable to some degree of fluctuation, neces- 
sitating the inspection and shroffage of every yen when 
paid as the equivalent of the dollar ; this more parti- 
cularly so when the possibility of having to export it is 
taken into account. The notification does not legalize 
the circulation of silver yen coined at the Osaka mint, 
but of coins of 416 troy grains in weight and containing 
90 per cent, of pure silver : under such conditions any 
coin should circulate jmri passu with the Mexican dollar. 

The notice given by the banks of their readiness to Banks' reserva- 
accept and pay silver yen at par with the dollar is t^<>°8 support 
properly qualified by the same reservation as to weight mente^f tS**' 
and fineness ; a declaration in another form but equiva- Japan Gazette. 
lent in every sense to what we stated to be the ca^e in 
the following words : — " In fact, the foreign banks in 
Yokohama merely look upon the yon as a piece of silver 
in a certain form, of no more value than another piece 
of silver of equal weight and purity that has not under- 
gone the expensive process of minting ; and they only 
receive it under such condition." The prime minister's 
notification, therefore, must be read as an indication 
that if the coins issued from the mint are found on 
examination to be of the required weight and purity 
they will be accepted ; a reservation very unfortunate 
and incompatible with the dignity of the government. 

The utility of -this notification is open to some Silver coins, 
question. Silver coins of any mintage are, out of the outside of the 
country in which they are minted, only so much bullion. Sy°^w^"* 
Bar silver, we repeat, which has not imdergone the much buUion. 
expensive process of minting, is as valuable as a com- 
mercial commodity as the minted coin in accordance 
with its purity and weight ; and the object of a mint 
should be to give for social convenience, and to facilitate 
commercial transactions, an authoritative value to gold 
and silver bullion by turning it into coins stamped with 
their true touch and weight. In Japan, therefore, all What the noti- 
silver yen coined at the Osaka mint, to be made service- made^ciear*^*^* 
able, should be a legal tender without any qualification, ™^ *" ^ ***'• 
instead of being merely, as now, a coin to bo accepted 
when the receiver has satisfied himself it contains 416 

Digitized by LjOOQ IC 



BU 



0T7BBBK0T. 



la there a 
suffii'JHncy of 
yen ? 



Questions that 
arise. 



Impossihlo to 
maint:iin a 
supply of silvor 
without expense. 



C.OOO.OOO in 
tr«'asury. Mint 
returns eon- 
tra<lict tlie 
Bt.'itoni^nt. 



grains of silver of 900 fine, an operation exceedingly 
diflBcult if not impossible to persons who are not experts. 
The point requiring consideration is, are there 
sufficient yen coins to meet the requirements of trade 
and to cover the expenditure of the government, which 
latter alone entails a considerable export of precious 
metals, equivalent, for the financial year of 1878-79, to 
about eight million yen. Six million silver yen are said 
to be in the treasury, and no doubt a portion of this 
will be put into circulation or paid to the foreign banks 
for drafts in sterling money. In any case so long as 
government expenditure continues there will be a steady 
export of specie, and as Japan can not be considered a 
bullion producing country it is diflScult to see how the 
supply is to be kept up. It silver is to be imported for 
the mint's supply what is to be exchanged for it ? If 
silver be imported and coined by the government, who 
is to pay the cost of mintage ? If the government, 
there will be a loss to the state ; if the public, then they 
will be taxed for the acquisition of a coin which, outside 
of Japan, will only circulate pari passu with uncoined 
silver. These considerations seem to point to the im- 
possibility of maintaining a supply of silver yen for 
export without subjecting either the government or the 
people to a tax for the perfoinnance of a work of supere- 
rogation. We understand, however, the finance minister 
is satisfied that he can command a sufiicient supply of 
silver yon to meet all requirements, but it is very neces- 
sary that some more substantial guarantee should bo 
given. With regard to the statement that the treasury 
yen, it is unfortunate that the 
the mint, emanating from his 
should directly contradict tho 
investigation of the matter, wo 
contented with such records as 
which do not extend beyond 
the 30th June, 1878. At that date the coinage 
of silver yen was 1,766,378, and of the trade dollar 
3,023,927 ; in all, 7,790,305. For tho year ending June, 
1878, there were no yen coined, and only 436,678 trade 
dollars. The yen being useless, in consequence of its 
non-acceptance, was not, we are advised, coined at all 
during the year to Juno, 1879, and as the trade dollar 
has been properly kept out of circulation, its coinage 
would be discontinued. We are therefore safe in assmn- 



contains six million 
official returns of 
excellency Okuma, 
assertion. In tho 
are obliged to be 
are now available. 
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ing tlie total coinage of sUver yen and trade dollars to 
bo under 8,000,000. In the estimates of treasure on 
hand published in the Japan Mail, " silver coin " is 
credited with eight millions of yen, but we are informed 
that trade dollars are regarded as bullion, and must be 
deducted from this sum. All wo have now to deal with 
is 4,766,378 silver yen, a portion of which has been 
exported, leaving a possible maximum balance of 
3,000,000 yen in the hands of the finance minister. In 
anticipation of the acceptance of the silver yen at par, 
the mint recommenced its coinage in August last, 
fuming out probably 30,000 coins daily. The utmost Treasury 
extent of the mintage to this date will not exceed „***)*^''TY^ 
1,000,000 yen, and in taking 4,000,000 as the treasury J,*^^!^ 
reserve the most reasonable allowances are made. 
Upon the assumption that the government are animated 
by a desire to benefit trade, the judicious use of these 
reserves may have the effect of restoring confidence in 
satsuy the fluctuations of which, excited by speculators, 
are exerting a most evil influence upon legitimate trade. 
In applying the specie reserve with caution to the satis- 
faction of 6(j7i^(^rf(? trade demands the finance minister 
may render an incalculable benefit to the country, by 
assisting the honest trader to cany out his engagements 
contracted in specie, to meet which ho possesses, and 
can only expect from the consumer, the paper money 
which forms the sole currency of the empke. All real 
traders are restricted in their operations by the abomi- 
nable speculations in exchange, and if the finance 
minister can establish one uniform relative value be- 
tween yen and satsu and, by a careful use of metallic 
reserves, put an end to the fluctuations of five and even 
ten per cent, in as many hours, the notification of the 
12th instant will prove highly beneficial to every person 
throughout the country. 

The measure comes into operation to-day (19th Sept., Pi-oiiaMc eiTectB 
1879), and upon the developments of the next week ^^ ^''^^^ ™®*«^'*'*- 
depend a favourable turn in currency exchange or a 
serious downward movement, either being a natural con- 
sequence of the notification. If the holders of paper find it 
impossible to obtain relief in exchange, the consequences 
will be as serious as they should be beneficial if a sufii- 
cient quantity of specie is made available, and upon the 
realisation of the hopes confidently entertained that the 
treasoiywill proceed to lessen the pressure now put 
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upon bond fide holders of currency, all opinions as to the 
effect of the measure will depend. 



The Hongkong 
and Shanghai 
Bank consults 
its constituents 
after the issue 
of the notice* 



The banks 
should be called 
upon to gua- 
rantee mer- 
chants from 
loss. 



Complications 
in exchange 
haTe arisen. 



The Legal Tender. 
Japan Gazette^ October 8, 1879. . 

A circular note has been issued by the Hongkong 
and Shanghai Banking Corporation to the depositors 
with the bank, asking them to corroborate the notifica* 
tion of the 13th September, with regard to the accept- 
ance and payment of yen at par with Mexican dollars. 
This circular note was only issued on the 1st instant. 
The notification appeared on the 13th September. If 
the concurrence of the depositors with the substance of 
the notification was necessary, the cu-cular note ought 
to have been issued prior to the notification to which it 
relates. If the concurrence of depositors is unnecessary 
the circular note is valueless. It would appear, from 
the circumstance that such a cuxular note has been 
issued, that there is some risk to be run by the accept- 
ance at par of these two coins, and that the banks 
having issued the notification more for the benefit of the 
present financial position of the Japanese government 
than for any ulterior benefit of foreign trade, are 
desirous to shift the responsibility they have mcurred of 
any possible future loss to the shoulders of their 
constituents. 

We should suppose that before the mercantile com- 
munity of Yokohama would accept so great a responsi- 
bility they would require the banks to guarantee them 
from loss ; or from the results of any unfortunate com- 
plications hereafter ; such, for instance, as a guaranty 
that any banks already here, and that may in future be 
established, will accept the silver yen on a par with the 
dollar in payment for sterling drafts. 

In a former article on the subject of this notification' 
we prophesied that complications would arise from it 
with regard to foreign exchanges ;^ we understand that 
such compUcations have already arisen showing the 
necessity for some protection against operations which 
may entail losses upon one of the parties to every 
foreign exchange transaction. 
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The recent notUScation legaKzing the sUver yen as a DoUaw^notyen, 
tender at par with the Mexican dollar, has certainly ^?^ thefluctua- 
had the effect of changing the form of exchange "*^°^ ^^' 
quotation. Before the notification silver yen were 
quoted at a discount; after the notification Mexican 
dollars will have to be quoted as the fluctuating 
medium. 

The action of the Chinese is awaited with some Action of 
interest ; if they will receive the yen on the some terms ^J^^f®"* 
as the dollar many difficulties wUl be obviated ; if they 
will not do so, ^the most probable course if the length of 
time required to bring the Mexican coinage into circula- 
tion bo considered, the position will be one of some 
embarrassment. Two of the banks doing business in 
Yokohama have agreed to accept the yen and the dollar 
at par, but the Comptoir d'Escompte de Paris has not 
followed their example. Business changes have lately 
caused one bank to discontinue its agency here, and 
other limitations of banking operations in those direc- 
tions where trade is now increasing instead of diminish- 
ing render the establishment of another bank possible, 
if not probable. What guaranty, resuming the thread 
of the argument, have the public that the banks abeady 
here, and those that may in future be established, 
having before them the actual experience of the practical 
working of the notification, will follow in the footsteps 
of the other two; and that a double currency, upon 
unequal terms, will not be the result ? 

K the Chinese will not accept yen at par with dollars if chinefle 
foreign exchange must suffer. It is obvious that if yen ntvm to take 
cannot be remitted to China and sold there upon equal J^^^^ ^ 
terms with dollars, the latter coin will certainly, for all change must 
purposes of export, be at a premium in Japan. It may suffer, 
bo said that this argument is unsound, because two of 
the banks of Yokohama will sell bills on China for silver 
yen on equal terms with Mexican dollars. That these 
banks will do so is true, htu they wiU regulate tiieir 
exchange accordingly. If 100,000 yen have to be re- 
mitted to China where they will only realise 98,500 
Mexican dollars, the rate for the banks' drafts will be in 
proportion ; if the would be puichasers of the drafts are 
dissatisfied they may send specie remittances in lieu of 
bills. This is a reasonable and necessary consequence 
of the notification. The Japanese government maybe 
benefited by the timely aoqoiesoence of the two baQk9 ^ 
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The dilemma 
in which the 
commercial 
community is 
placed^ 



laslances. 



in their financial measures j but foreign exchanges, as 
we said before, will be materially affected. 

Before acceding to the request of the Hongkong and 
Shanghai Banking Corporation embodied in their cir- 
cular note issued some twenty days after their accept- 
ance of the yen, depositors will probably want to know 
what guaranty, if any, can be given that the losses in 
exchange hitherto entailed upon the sellers of silver yen 
for dollars will not be compulsorily transferred to the 
purchasers of drafts on other countries. Those purchas- 
ers must, necessarily, be at the mercy of the banks. 
Their choice must bo between the banks' rates of exchange 
or the cumbersome and unsatisfactory remittance 
of actual specie, to be realised at the same per centage 
of loss at the port of its destination as would have been 
entailed had the bills of the banks been purchased. 
This is clearly the dilemma into which the banks' 
notification of September 19th places the commercial 
community. How is it to bo overcome ? 

Supposing that returns on business are made from 
San Francisco in bank bills representing dollars, or are 
made in dollars themselves, in what position would the 
recipient in Yokohama bo if he wanted to send this 
money on to Hongkong ? 

The bills would be for Mexican dollars, not yen: or 
if specie came over it would bo in Mexican dollars and 
not in yen. 

' The recipient, therefore, either receives Mexican 
dollars in specie or a bill on a bank representing such 
dollars in specie, and is desirous of forwarding these 
dollars on to Hongkong. 

Under the new system inaugurated on the 19th 
September, the banks here would not give a better rate 
on Hongkong for Mexican dollars than they would for 
an equal quantity of yen ; but if the recipient were to 
send the dollars in specie to Hongkong he woldd obtain 
a better result than if he were to send the equal number 
of yen. 

It follows^ therefore, that if the banks were to be the 
means through which this transfer of money to Hong- 
kong were made, the banks would profit to the amount 
of difference in value between the yen and the Mexican 
dollar in Hongkong, and the actual owner of the money 
wodd be a loser to that extent on the operation. 
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So long as a difference in value exists between the 
yen and dollar in Hongkong and China, so long ought 
tho yen and dollar to be distinct in value with regard to 
foreign exchanges in Japan, otherwise the import 
merchants will lose in all their remittances to the 
extent of the difference in value. And it must not 
be overlooked that the result of every import is 
remittance. 

If the banks persist in adhering to their decision of Conseqnence of 
making no difference between the two coins in Yoko- ^f^the banks*^^ 
hama, either in local payments or in their rates of ^ 
exchange, import business will have to bo conducted 
from abroad by documentary l)ills accompanying each 
shipment. 



Silver Yen. 
Japan Oazette, Novcmher 5, 1879. 

The news from Hongkong possesses more interest Two distinct 
than usual because we are able to give an outline of the ^^^"^ remain 
effect upon the colony of tho recent action of tho Yok^ohama. 
two banks in Yokohama in connection with the silver 
yen. 

The opinion we have held, and it has been consis- 
tently adhered to, is that, notwithstanding the notifica- 
tion of the banks, there are two distinct coins current 
in Yokohama — the dollar and the yen — and that 
accepting the latter upon a par with the former, tho 
banks or their constituents, one or the other, must , 
certainly suffer. 

The report circulated here to the effect that the Eepoit that the 
governor of Hongkong had received telegraphic instruc- ^^J^t had^con 
tions to legalize the circulation of tho yen in the colony, ^nted to^ 
for the accuracy of which our informant gave his per- legalise yen in 
sonal assurance, does not appear to rest upon any good ^^/^^^^^ 
foundation, for no such intelligence seems to have been "° ^"° * 
received by the colonial government ; in fact, the para- 
graphs circulating the rose-coloured story which appear- 
ed in the Yokohama papers created unbounded astonish- 
ment in Hongkong ; for, it is said, if the governor had 
eommunicated with the home government at all upon 
the matter of tho yen he only did so about the middle of 
last month. 
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Podtion of 
Japanese aQyer 
oouisin Hong- 
in October^ 
1879. 



The position of Japanese silver coin in Hongkong at 
the date of the last advices was that yen were quoted at 
li to 2 per cent, discount; subsidiary coins have 
improved from 11 to 9 per cent, discount. Yen are 
taken in Hongkong, and may be taken also in Canton, 
for payment in small transactions, but merchants will 
not receive them as the inland country traders resolute- 
ly refuse to look at them at present, whatever they may 
do hereafter. Under such circumstances as these the 
action of our two banks is regarded in Hongkong with 
much surprise, and the adjustment of foreign exchanges 
in Japan is justly looked upon as impossible if the yen 
is to be there compulsorily placed upon a par with the 
Mexican dollar. It is very manifest that if 100,000 yen 
will only realize 98,000 Mexican dollars in Hongkong, 
exchange must be regulated accordingly, and the ques- 
tion naturally arises who is to bear the loss, for loss 
there must be to either the seller or purchaser of banks' 
drafts for remittances. This is the dilemma uninten- 
tionally but nevertheless created by the banks who, in 
their anxiety to assist the financial measures of the 
government, seem to have overlooked, or to have 
disregarded as unimportant, the serious effect of the 
measure upon foreign exchanges. As the end of all 
importation is remittance what is to be done ? Will 
the banks who have seen fit to declare the yen to 
be at par with the dollar insist upon the same exchange 
for both, when the former is positively unsaleable in 
China except at a discount of two per cent, upon the 
latter? In such an event the action of the banks 
becomes an intolerable interference with the basis upon 
which foreign trade in imports is conducted. 



Can Japan with- 
I out loss mint 
coin for ChinaP 



Japanese Com fob Fobeion CmouLATioN. 
Jwpan OazeUe, March 13^ 1880. 

The discussion in the Hongkong chamber of com- 
merce respecting the advisability of legalizing the 
circulation of Japanese yen in that colony presents some 
features of interest. The chairman, Mr. William 
Keswick, struck at the very root of the matter by 
asserting that the Japanese ** cannot mint the coin and 
put it in circulation without losing by it. If in Japan 
there was a large production of silver and by stamping 
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it in the fonn of a yen and giving it currency, money 
could be made by it, I think we would have every 
guarantee for the purity Mr. Jackson has mentioned, 
but so far as I can understand the question the Japanese 
nation is not in a position to obtain from Japan silver 
in such (][uantity as to make it a permanently paying 
thing to issue that silver coin, and if Japan has to go 
into other markets for silver I don't think it is likely the 
issue will be long continued." Mr. Kyrie attempted to Profit on sub- 
meet this by saying that, although the Japanese " might wdiary and 
lose on making the yen supposing they coined nothing ^bles^e^^ 
else, they can make their mint pay with smaller silver unit coin to be 
coinage and copper coinage, and therefore can afford to minted without 
coin the yeti on much better terms than a mint which ^^^' 
did not produce these coins." We will examine the 
position relied upon by Mr. Ryrie. ^ The result of the 
working of the mint proper (exclusive of the refinery 
and sidphuric acid works) is shown in the following 
abstract from the official reports. The coinage has 
been : — 

Gold valaoyen 52,562,739 Total sum ooin- 

Sikor „ „ 9,703,844 ed at coet of 

. mint. 

Total yon 62,266,583 



The above sum has been coined chiefly at the cost of 
the mint. Upon the following coins a profit has been 
made: — 

Silver subsidiary nominal value yen 19,143,729 Coin on which 

Copper „ „ „ 4,868,803 ^^ftthaa been 

Total yen 24,012,529 

and we estimate the profit derived there from : — 

On silver mily 800 fine y6n 1,914,372 Estimate of 

„ copper, intrinsic value about 1,000,000 yen. „ 3,868,803 Profit. 
„ mintage charges on other coins „ 758,781 

„ 6,541,956 
Expenditure „ 3,280,780 

Not profit yen 3,252,176 
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Baiaiice at It is clear, therefore, that the balance of the working 
rn^t^ but**^ account is to the credit of the mint, but the transactions 
^inst the generally are heavily against the country at large. We 
country at large, know the small silver coins are for sale in the market at 
a discount in excess of their intrinsic value, thus indi- 
cating a greater supply than the country can use : largo 
quantities have been bought up for export as bullion ; 
and in the country itself the coin does not readUy 
Subsidiary coins circulate. In the open ports the government offices 
are not current entitled to receive payment in specie wiU not accept two 
fifty-sen pieces as the equivalent of one yen ; and though 
it is admitted that the subsidiary silver coinage of all 
countries does not possess the intrinsic value it purports 
to have, still the measure of deterioration in Japan is 
excessive, the result being that the entire issue, some 
nineteen millions of yen,' has either been put into 
circulation at the expense of the government, or forms a 
Copper coined tax upon the people who have accepted it. Copper 
to'^Sr^cwo 000^ coins may not bo open to the same objections as silver 
pieces/ ' subsidiary coins, because they are merely tokens readily 
circulating in Japan, and the profit accrued to the mint 
from their manufacture is so far legitimate ; but as 437 
milHon pieces have already been coined it is reasonable 
to assume that the benefits derivable from the issue are 
not likely to be of any consideration in the future. In 
face of facts which were certainly obtainable by Mr. 
Ryrie, it seems inexplicable that a gentleman of his 
experience as chief of the oldest mercantile house in 
Subsidiary coirf China, should havG used reasoning so fallacious. The 
cannot be issued profit Said to have arisen from small silver is visionary 
cL^bi^pIirchfiLi ^^ ^^^ ^^ ^^^^ nation is concerned ; and, for the future, 
at a discount, if the Coinage be continued, a profit will be nominally 
made by the mint issuing coins that do not contain the 
value they purport to contain, and an equivalent loss 
will be sustained by those departments which put them 
into circulation ; for it will bo clear that no person will 
accept these tokens from the government at par, when 
they can be purchased in the market at 13 per cent, 
discount. This difficulty has been foreseen to some 
extent by the government, who have endeavoured to 
meet it by announcing their intention to withdraw from 
circulation all paper currency under one-yen in denomi- 
Mintafifo, there- nation, replacing it with subsidiary silver. We think, 
fore, a loss to therefore, the evidence strongly supi^orts Mr. Keswick, 
apan. rjjj^ question of continuing the coinage of the yen must 
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be of vital interest, and if it be known, as it assuredly 
is, that the coinage can only be carried out at the 
expense of the government of Japan, the period of 
continuance will depend obviously upon the value set 
upon the vanity which desires to coin silver money for 
circulation abroad by a country where no silver worthy 
of consideration is produced. 

Mr. Jackson made two statements which require Instrumentality 
some explanations. The Hongkong and Shanghai ^f the Hong- 
Banking Corporation was mainly instrumental in pre- shanghai Bank 
maturely making the yen current here at the cost of the in making the 
foreign exchange of every merchant in the place, and yen current in 
it is not surprising that the circulation of the coin in '^^P^- 
Hongkong should be warmly supported by the chief 
manager ; but we hope his enthusiasm has not led him 
into the commission of errors which, when exposed, 
must go far to weaken the arguments he made use of. 
Thus, referring to the question of guarantee, Mr. The views of 
Jackson said. — " We might say, what guarantee have ^^ bank's chief 
we with regard to the Mexican dollars ? We have no J^^^ mint- 
guarantee under the sun. We know nothing about the age generaUy. 
people who manufacture them, but we do know this that 
they have hit upon a very profitable industry, that the 
coins are always marketable because of their purity, 
and that it is therefore to their interest to maintain that 
purity." Was it Mr. Jackson's wish to lead his hearers Mexican mint 
to believe that, because the Mexican mint was profitable ^^^P?*^'*^^® 
that of Japan must be so likewise ; and that the self should be^ 
interest arising from a so called profitable industry is likewise, 
sufficient guarantee against debasement? We may 
reasonably take this to be his intention and deal with 
Mr. Jackson's matter in that light. For this purpose it What is meant 
is necessary to briefly describe what is meant by the ^? *A® ^®^can 
Mexican mint. There, mintage is considered to be the 
best form of taxation of the metallic products of the 
country, and it is, consequently, enforced. All silver 
produced by the mines of any state in that republic has 
to be passed through the mint before leaving that state. 
It cannot be exported, even from state to state, legally, 
or without defrauding the producing state of its legi- 
timate dues. The export of bar silver is contraband, or Bar silver 
was so until lately, but if it is now allowed to be export- contraband of 
ed it is subjected to a heavier export duty than Mexican ®^^P^*^* 
dollars which pay mintage fees, and which, on export, 
Ixave to pay a proportioxiate export and a heavy oiroula^ 
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tion duty to compensate for an assumed benefit that 
would arise from their remaining in circulation in the 
country. There are a number of mints in Mexico, 
principally in the silver producing states. The central 
government have entire control of these mints, but the 
states benefit to a small extent on the coinage. Silver 
produced in these states has to be sent to the mint 
before it can become a circulating medium. If silver is 
discovered in any state not having a mint, it has to be 
sent to one of the nearest states which has a mint. All 
these mints, although under the absolute control of the 
central government, are not always actually worked by 
Mintssometimes the government. It frequently happens that some of 
farmed out. them are farmed out to private individuals or companies 
against loans made to the government. In such cases 
the government send an inspector and assayer to reside 
at each mint to watch every melting and issue of coin 
by extracting from the furnaces a sample of every 
charge, and two coins from every issue. In fact, every 
process, from the furnaces to the coinage press, is 
carefully watched and a,ssayed; and pieces from the 
completed coinage delivered from the presses to the 
treasury are extracted by the government inspectors for 
transmission to the central government. If the coinage 
is not up to the standard the inspectors demand the re- 
coinage of the whole lot presented. Any evasion of the 
law, or attempt to debase the coin, would infaUibly 
deprive the farmer of the mint of all his property 
therein. 

These conditions certainly form a good guarantee to 
the Mexican government ; and the check upon the gov- 
ernment is afforded by the fact that the silver coined by 
them is not their own, but must be returned to the 
person who sent it in to the mint. If the latter requires 
coin for export he will use every precaution to see that 
the money delivered to him is pure. There is no 
inducement for a government, especially a repubUc, to 
debase coin minted under such circumstances. They 
would simply defraud themselves. 

Mr. Jackson's remark that the government of Mexico 

have hit upon a profitable industry is based upon an 

Sher^Tndnstries erroneous application of the circumstances. Tie in- 

ftre eecondaj^. dustry of Mexico is mining, and reducing the ores into 

metallic form ; all other lar^e industries are subservient 

to tMs pxinoipal onsi mi exist almost soleljf to maiutain 
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the greater. The mintage is a tax upon this great 
indostryy and cannot be looked upon as an industry 
of itself. It is rather a means adopted by the govern- 
ment of ascertaining the quantity of silver pro'duced 
upon which a duty can be levied. We are not clear Bar sUver nmy 
whether bar silver is exportable from Mexico, but we ^ exportable, 
know that some time ago a movement was made to 
allow this traflSc upon terms more or less equal to coined 
silver. If it is exported through the usual legitimate 
process, bar silver could not go foifward to the world at 
a higher intrinsic value than dollars, because all bar 
silver must pass through the state assay office and be 
marked with the government stamp of fineness before it 
leaves the state or is sent to the mint. In fact, the cost bnfc will be as 
of bar silver exported from Mexico would, in order to ^^^^®^5J^^ ^^ 
protect the mints, be more costly to a purchaser than ^^Led meul 
an equal production of dollars. We quote this circum- 
stance to show that it would be cheaper for Japan to 
import Mexican dollars than Mexican bar silver for the 
purposes of its mint, ^d if Hongkong will not accept 
the yen at a higher value than the Mexican dollar, 
Japan must lose money in supplying that colony with 
its coin if kept up to its present purity ; and it is in the 
history of the world that governments, when they get 
into difficulties, do not hesitate to debase their coinage. 
The difficulty of Japan is its excessive paper currency, 
and its deficiency of bullion. How then can Japan give Japan's diffical- 
bullion to Hongkong ? This question should be answered ^ « deficiency 
before more serious attention is given to this subject, ^ ^'*"*<»** 
for, upon its Satisfactory solution, depends the power of 
Japan to keep up a supply of yen. 

To residents in Japan who know more about the Export of silyer 
circumstances of the country than the gentlemen who ^^ Japan. 
argued upon this subject in Hongkong, it appears 
surprising that Mr. Jackson should have spoken in a 
way to lead his hearers to believe that as hitherto the 
export of bullion hence has been large, the same exces- 
sive export may be expected in -future. The heavy AccamulatioBg 
export heretofore has been from an accumulation of*^'^®!**** 
precious metals, gold and silver, in the country ; but we 
cannot agree with Mr. Jackson in his assertion that all 
these metals were the produce of Japan.(^) If Mr. 

(34) Mr. Jackson said.— <* We aU know that it is but a few 
years sinoe Japan was opened, and before that not a single oonce of 
•Urev wai imported into the con&try, W^ how oonei it tba^ j 
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Jackson had given a little attention to historical records 

Whence Japan he would have qualified this broad statement. Centuries 

derived suppUea ago the Japanese people traded with China, Portugal 

^w. ^^^ Holland, the former paying gold, and the two latter 

silver for their trade. So far as the amount of export is 

concerned we have been quite unable to find any 

statistics that can in any way support Mr. Jackson's 

ErroFB in Mr. estimate. One huqdred million dollars worth of old coin 

eaUmates. mnst refer to the silver bu, and it is exceedingly doubtful 

if anything approaching that large sum was ever coined 

in this country. The records of the import and export 

of treasure are confessedly imperfect, but if we refer to 

such statistics of trade as are obtainable, a different 

conclusion as to the amount of coin of all kinds exported 

will be formed. Prior to the operation of the tariff of 

1866 foreign trade was indebted to Japan. From 1867 

to 1871 inclusive, there was a balance payable by Japan 

in specie of $19,942,173. The treasure returns in the 

official list from 1st January, 1872, to 30th June, 1879, 

show as follows : — 

Net export of Exported .' $78,066,222 

8P«cie. Imported 23,613,420 

64,452,800 
Previonsly exported 19,942,173 

Total export of specie 74,394,973 



Proportion of 
gold and Mexi- 
can doUars. 



Gnarantee of 
standard is a 
reasonable re- 
quest to prefer 
to the Japanese 
government. 



Of which sum at least forty millions consisted of 
gold coin, and a very considerable quantity of Mexican 
dollars re-exported. We should very much like to know 
Mr. Jackson's authority for the assertion made by him. 
Every since the memorable speech of Mr. Hennessy 
valuing the trade of the colony at 500,000,000 dollars, 
Hongkong statistics have given rise to curious specula- 
tion, not so much in regard to their exaggeration as to 
the degree of that exaggeration. 

Finally, we may point to the ultra-sensitiveness of 
those gentlemen who deemed a proposition to ask for 
some guarantee of standard an insult to the government. 
, ft _— ___^ 

during tbe last twelve years a hundred million dollars worth of 
silver coins have been exported from Japan-H)f old coin, some of 
over a hundred years ago P I believe the mint is a very profitable 
conoem taken as a whole." 
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There are two foreign gentlemen in the service of the 
mint, Mr. Gowland, chemist and assayer, and Mr. 
MacLagan, engineer, but, as Mr. Nelson very properly 
said, " the employment of Europeans by the Japanese 
is not a thing that can be counted on from month to 
month in any of their departments." While Mr. 
Gowland remains there is an implied guarantee to some 
extent. Should he depart and his place be filled by a 
Japanese official, more time will be required to inspire 
confidence in the actions of the mint, though there is 
every reason why the government should have credit for 
optima fide in the manufacture of their coinage. This 
opinion is fully appreciated by the government, and, as 
the circulation of their yen is a matter of business, it is 
difficult to understand how a proposition for a reasonable 
condition could oflend a party claiming to be animated 
by the best motives. Such extreme tenderness would be 
out of place with any government when money is in 
question. 

This article has already exceeded reasonable limits, Ten coined bj 
but we must point out, in conclusion, that the position Jap^ ^or 
we have always taken is one that cannot be gainsaid. t?Jn*^iu'bea*' 
If yen are to be coined in Japan for circulation abroad, tar upon the 
the work will be done at a heavy cost to this already country, 
overtaxed and paper currency burdened country. How 
long such a coinage will last, if it be begun, is the great 
question to be considered here and elsewhere. 



The Mint Fallacy Aoain. 
Japan Oazettc^ May 6, 1882. 

The Cliiufjai JRukka Sliinpo reopens a matter which The question 
pubUc opinion long ago set at rest. We may well ex- 'e-opened two 
press astonishment at the infatuation which leads ^^*" ^' 
Japanese to believe in the possibility of taxing the 
current coin of the east in the form 61 a percentage for 
mintage ; and the more so when a journal under such 
control as is the one from which we are about to quote 
endeavours to revive i)ublic expectation in a fallacy 
which experience should have sufficiently exposed. 

Our Japanese contemporary says : — 

When our government first minted silver coin they views of the 
adopted a standard weight of 41G grains of 900 fine. Ohiugai BukJca 
Soon after the United States issued a doUaxof 420^^*^^* 
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grains of 900 fine, and our govemment immediately 
followed snit and produced the boyeki-gin (trade yen) of 
the same weight and fineness. This coin was not, 
however, contmned and the former was reverted to. In 
the meantime our govemment have made great exertions 
to bring our coin to par with Mexican dollaxs, in order 
that it may circulate as currency in oriental nations 
(iic). To further this object the govemment advanced 
large sums to a few foreign banks as a fund for ex- 
change purposes; whereupon those banks agreed to 
accept silver yen at par with Mexican dollars. The 
latter, however, having greater credit in the east than 
our coin, yen are at a discount of one per cent, at least, 
notwithstanding the efforts that have been made to raise 
it to par. Therefore, although the rate of exchange on 
Europe is expressed in our coin, the rate is better when 
the medium of exchange is Mexican dollars. The object 
of our govemment has not, therefore, succeeded; but the 
quality and weight of yen remaining always the same, 
and it is known that coinage may be had at any time if 
the bullion be imported, the coin has gradually obtained 
credit, and can now be circulated at par in the Straits 
Settlements. A proof of this fact is afforded by the 
increase of the number of applicants at the mint for the 
conversion of silver bullion into yen. Again, the gover- 
nor of Hongkong, Sir John Hennessy, memorialised the 
British govemment on the expediency of recognising 
the Japanese coin as the standard silver coin [in that 
colony] . We have not heard whether this request was 
acceded to or not. If the coin gains public credit there 
can be no obstacle to its circulation, nor will the British 
govemment have any reason for refusing to acknowledge 
the yen as the standard ; and we believe that before long 
the British govemment will do all that is necessary ; 
and the time draws near when our coin will gain credit 
with eastem nations, and we earnestly hope our govem- 
ment will extend the mint operations and renew their en- 
deavours to make yen the circulating medium of the east. 

The writer of this paragraph has fallen into several 
more or less important errors ; while his conclusion is 
evidently due to ignorance of the true nature of coin as 
currency in the east. The errors are four in number. 
1. That any coin per se circulates in the east. That 
an ordinance has been passed in the Straits Setttements 
declaring silver yen a legal tender at par with Mexican 
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dollars, may be the case ; but it is junt as improper and 
indefensible as the action of the Hongkong and Shanghai 
and Oriental Bank Corporations here, when they 
announced their intention, without reference to the 
merchants affected by the measure, to accept yen at par 
with dollars ; a resolution which has been ever since 
carried out at the expense of foreign exchanges. Why 
a mercantile community like this has submitted so long 
is a mystery. The fact must, we suppose, be ascribed 
to the apathy and inaction which mark the people of 
the treaty ports of Japan. This bank notice was issued . 
to oblige the Japanese government, who fondly thought 
that S the yen could be made a forced tender in 
the open ports, and in Hongkong, Singapore, &c., all 
the east would rush to Japan with bullion for coinage. 
This hope was frustrated, because every man knew the 
banks' notice was waste paper, and that the difference 
in value between yen and dollars which existed before 
the notice was issued existed afterwards, and exists at 
this day. The confusion in the minds of Japanese 
writers on tiiis subject arises in great measure from an 
impression that the dollar is current in China ; that is, 
among the Chinese people. The error is patent. The 
dollar is not accepted as a dollar. It is merely a piece 
of silver of a certain recognized quality, trusted from 
long experience, and accepted by those merchants who 
come in contact with foreigners. When a Chinese 
merchant has a balance in sUver to receive, he requires 
payment by weight. His coin of account is the silver 
tael, and for 100,000 dollars he requires 71,700 taels 
weight of silver, irrespective of the number of coins 
req[uisite to make up that sum. He will take dollars by 
weight because he trusts them, not as dollars but as 
silver of a given quality. He has not yet learned to 
trust the yen, and all the notifications of foreign gov- 
ernments cannot influence him in this respect. When 
yen are plentiful enough to be always before the 
Chinese; when those coins have successfully passed 
through the numerous and varied tests which suspicion 
will subject them to, the difference in value in relation 
to the Mexican dollar will die away of its own accord. 
Until then the Chivgai Bukka Shinpo may rest assured 
that no efforts of. this government can avail unless the 
first movement is to import sufficient bullion te stock 
the markets of China with yen. This will be a costly 
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procoss, and the object to be gained is at best doubtful. 
So long as Japan chooses to supply the east with a coin 
bearing the impress of the Japanese mint, she may 
gratify her vanity and eventually succeed in passing 
her coin at par with Mexican silver : but such action 
will not induce independent persons to send bullion to 
''the Japanese mint, pay the expenses of transport there 
and back, one per cent, for comage, and submit to the 
inevitable delay, in order to obtain a coin which is of no 
greater use or value than uncoined silver of the same 
fineness, and to which it is destined to be quickly 
reconverted. 
2. The Buppod- 2. The second error is the evident impression that 
S?ve?produ^ ^ Country which does not produce silver can still coin to 
nation can coin advantage. If Japan were rich in bullion, the mint 
to advantage, would be a fairly legitimate method of taxation of that 
product. ■ As in Mexico, which depends for its revenue 
chiefly upon the mint returns, coined Japanese silver 
could be exported duty free; while uncoined silver 
should be subjected to an export duty in excess of the 
mintage fee. 
8. That mintage 8. The third error is the statement that the con- 
is increasing, version of silver bullion into yen is increasing. If 
government coinage is included there is an increase ; if 
coinage for non-official persons only is intended, and it 
is only by that the mint can benefit, there is a decrease. 
Here are the returns of silver accepted for coinage : — 

1880. 1881. 

Ounces at .900. Onnces at .900. 

Government 1,317,877 8,196,802 tticreofe 1,878,425 

Other persons 1,599,882 1,174,241 (Zocreote 425,441 

4. That the 4. The fourth error is the assumption that the 

British govern- British government may be induced to recognize a 
ment wul inter- -. ^ » jt-i-xi.' i-i • 

f^Q, foreign com as a standard m their colomal possessions. 

The British government never interfere in such matters. 
If their people demand laws to give effect to certain 
necessary and beneficial resolves of the majority, the 
questions are. duly weighed by the government and, 
where possible, effect is given to the requests. In 
England, different to what it is in Japan, the govern- 
ment do not attempt to take the initiative, or to meddle 
with commerce or currency. Their doty is to carry out 
the public wishes when those wishes have been sifted 
and fonnd beneficial for the oommon interest, TbQ 
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British govemment have refused, thereforei to listen to 
the proposal to legalize the yen in the colony of Hong- 
kong, their reply being virtually to the effect that the 
colonists may accept the yen or not as they likoi the 
home government having no desire to interfere with 
their action in any way. 

Perhaps consideration of these facts will induce the Conditioii of 
Chiugai Bukka Shinpo to acknowledge the absurdity of J»P«»« 
the position its own argument reduces this country to. 
Here is Japan, itself suffering from a silver famine, 
producing no silver within its own borders, claiming a 
sort of right, or at least expressing a wish to tax tiie 
commerce of the east by levying a mintage charge on 
the sole medium of tradal exchange, silver bullion. 
Were it not for the wants of govemment gold and silver 
coinage at the mint would be most trifling. Govern- 
ment require a certain sum annually which is furnished 
in yen. Where the bullion for coinage comes from we 
do not know. The customs in great measure perhaps, 
or it may be imported. The fact nevertheless remains 
that the bullion used, wherever it comes from, had a 
greater value before than after mintage, and tiiat the 
brbour expended upon it is wasted. If there were no 
paper money in Japan a silver coin would be required 
for internal use ; then the mint would be useful and to 
some extent profitable : but so long as Japanese coined 
silver is not current in Japan itself where it is virtually 
superseded — supplanted — by the inconvertible govem- 
ment note, the mint can never be used to advantage for 
silver currency : while its profitable uses as a provider 
of coin for extemal circulation have never been apparent, 
and never will be ; for the first essential of a mint in a 
non-buUion producing country is that there shaU be no 
charge whatever for coinage. The mint is a public The mint in 
convenience supported by public funds in England : in England and 
Japan, the govemment have fallen into the mistake of ^ ^*P*^ 
trying to make it yield a surplus on the working over 
and above the profit on subsidiary moneys : and herein 
lies the tme secret of the failure of the mint to give a 
working coin to the east. 

(Finis.) 
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